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_ ELECTRONIC COMPUTERS 
at the IBM Service Bureau 





IBM Data Centre, Don Mills Road, Toronto. 


IBM electronic computers, with their tremendous capacity 
and lightning speed, have been added to our Service Bureau as ie 4 
facilities, supplementing the wide range of punched card doe pur acounting, 


accounting machines which are at your service. a fm ry onaperd 
“neo 
Companies, large and small—governments, scientific, statistical sean A 


and research bodies—whose needs are not sufficient for them to 
own electronic equipment, can have their data processing done 
for them at our Service Bureau. 


The IBM Service Bureau will do practically any accounting or The IBM 708 did some 
statistical job that may be required: performing recurring jobs : : leulati. 

e q . is for us... calculations 
on a regular basis, helping through peak loads, or doing special : | ‘which could not pos- 
computations that may be far too intricate or time-consuming san lncngs oe Poa 
for other methods. 





Can IBM Help You in Your Business ? 


Telephone or write our nearest office and a qualified IBM representative 
will be pleased to explore the possibilities with you, confidentially. 


INTERNATIONAL BUSINESS MACHINES COMPANY LIMITED 
Don Mills Road, Toronto 6, Ontario. 
Branches in Principal Cities 


THE WORLD'S FOREMOST MANUFACTURERS OF DATA PROCESSING EQUIPMENT 














Behind every telephone conversation there 
is a multiplicity of intricate and fascinating 
pieces of equipment. Much of this is large 
in size but many of the component pieces 
are extremely small and of delicate design. 
Northern Electric leads in the field of Com- 
munications. They are ever alert to the 
latest developments in “Communication 
Equipment. 


Northern Electric designs and manufacturers 
a large proportion of Canada’s telephones 
and its related complex equipment. Their 
extensive and long experience in telephone 
communication coupled with their modern 
manufacturing facilities are at your command. 
Branches are strategically located across 
Canada to serve your needs. 


Northern Electric 


SERVES YOU BEST 
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XEROGRAPHY' 


helps to keep your TELEPHONE BILLS LOW! 

























THE BELL TELEPHONE COMPANY SAVES up to 50% on internal paper 
work with one XeroX Copyflo Continuous Printer. Savings on reproduction 
costs are passed on to subscribers in the form of minimum telephone rates. 


Bell has long used manual xerographic equipment which plays an important 
part in their economy program. However, the first Copyflo Continuous 
Printer was installed at the General Service Bureau in Toronto and proved its 
worth the first month of operation. The Montreal office also installed a unit 
and plans to install a second machine shortly. 


Mr. Paul McClelland, Manager of Bell General Service Bureau, Toronto, 
states, ‘The compactness, speed, and quality of reproduction offered by auto- 
matic xerography is a ‘must’ for Bell. In 1957, a total of 1,300,000 size-to-size 
reproductions were made. Now 80,000 copies of original quality are produced, 
each week, by Bell in Toronto and Montreal combined. This mass-produc- 
tion xerographic printer is at home wherever new electronic achievements 
are routine.” 


wet g 


The XeroX Copyflo Continuous Printer produces dry, permanent prints of 
exceptional quality on a continuous roll of plain, unsensitized paper or offset 
paper masters. Reproductions are made from either opaque copy or from 
35mm microfilm. 
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Shown above is one of 750 offset paper 
masters prepared in 40 minutes on the 
XeroX Copyflo Continuous Printer. 


*K pronounced ZE-ROG-RA-FEE 
. « « The world's most versatile copying 
process. Reproduces economically and 
quickly, enlarged, reduced or same size 
... letters, reports, forms, drawings, even 
halftones from opaque copy or microfilm. 


May we demonstrate? Write today! 
HALOID XEROX OF CANADA LIMIT 
Dept. 14, 728 Bay St., Toronto 2 
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Why Buy Canadian? 


For some time now, Canadians have been urged from many 
angles to “Buy Canadian”. By buying Canadian, we consumers are 
supposed to obtain some assurance of quality. Furthermore, we main- 
tain employment in Canada and support Canadian industry. 


At least one Canadian has spoken out sharply against this ‘Buy 
Canadian” campaign. Clair Stewart, director of creative planning for 
a Toronto firm, severely criticized many of the businesses sponsoring 
the campaign for talking one way and acting another—for urging 
consumers to “Buy Canadian’, but bypassing Canadian suppliers when 
placing purchase orders. He said: “It makes me ill to hear and read 
so much patriotic trash talked publicly and through advertising by 
spokesmen for some of our biggest corporations and then observe 
some of their buying habits.” 


Mr. Stewart has a point. And there are a few others that might 
be made while we're at it. 


Who says that we buy quality when we buy Canadian? In some 
cases, yes; in many others, no. In far too many cases, it seems to us, 
“Buy Canadian” has meant high prices, unimaginative designs and 
mediocre quality. It’s an old axiom that all the advertising in the 
world won't sell a poor product. Let’s be sure we really have the 
goods before we go throwing around catchy phrases like “Buy 
Canadian and you buy quality”. Let’s not use “Buy Canadian” as a 
crutch for inefficiency, bloated labour costs, or unwillingness to 
compete. 


It’s all very well to support Canadian industry and employment, 
but let’s not forget that this country’s prosperity depends to a large 
extent on foreign trade. Aren’t we being a little hypocritical when 
we urge Canadians to “Buy Canadian”, and then protest when the 
U.S. attempts, by tariffs and import restrictions, to get U.S. firms to 
“Buy American”? Let’s not get carried away and convert “Buy 
Canadian” into “Keep other people’s products out”. Surely Canada, 
of all people, stands to lose from any reduction in world trading 
brought about by preferential treatment for domestic sources of 


supply. 


Perhaps our position should be made clear—we certainly aren't 
against either buying Canadian or supporting Canadian industry. But 
if Canadian industry expects consumer support, it should realize that 
it has some responsibilities too—namely to produce goods that offer 
real value at competitive prices. The consumer's responsibility is 
not to buy Canadian because goods are Canadian, but to buy what- 
ever offers the best value. If they're Canadian, so much the better. 


D. S. R. LEIGHTON 
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Everywhere in North America people 
know they can depend on their Sun Life 
representatives for life insurance that 
gives maximum family security. 


























When the Men in the Family Get Together ... 


Those private ‘man-to-man’ talks are precious moments. They 
are a time for talk and a time just for looking — to watch the 
development and curiosity of youth. In this. country, there is 
much for a boy and his father to share. An awareness of the 
expansion and growth of Camada is a major opportunity ... 
exciting to both young and old. 


Just as you and your boy share in our prosperity, so does Steel 
play a major role in Canada’s growth. 


To meet the rapid expansion of our country, the Steel industry 
must keep pace. STELCO alone has invested about 150 million 
dollars in plant and equipment in the last ten years, and will 
spend more than another 100 millions in the next five years. 


Great needs create great opportunities. For you now, and for 
your son in later years, Steel offers satisfying and rewarding 
careers of unlimited scope. Look to Steel for you—and your son. 





me STEEL COMPANY OF CANADA, umme 


HAMILTON - MONTREAL 
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What is a business executive worth? 


In 1956, 85,962 Canadians enjoyed incomes of 
over $10,000. But only 40 of our 367 federal legis- 
lators drew parliamentary salaries placing them in 
that income group. Some 2,516 Canadians had in- 
comes of over $50,000 a year, but not a single mem- 
ber of the board of directors of “Canada Unlimited”, 
namely our federal Cabinet, was paid at that level. 


Last year, the average Canadian, including 
babies as well as adults, spent $76.47 on alcohol and 
tobacco. But the pay for our 367 federal legislators 
cost that average Canadian a mere 22 cents. 


The managing director of “Canada Unlimited”, 
the Prime Minister, handles a corporation with an 
! annual budget of over $5,500,000,000 a year. We 
pay him, for the unceasing grind and responsibility 
of an 80-hour work week, $37,000 a year, or less 
than half the reputed salary of the man who runs 
} a cfown corporation with a budget one-twentieth 

| that size, namely the president of the Canadian 
"1 National Railways. 


In comparison with other countries, we come 
off very badly as regards our treatment of parlia- 
mentarians. American Congressmen are paid more 
than twice as much as our parliamentarians. In 
Australia, where the average weekly wage is $33 
a week, M.P.’s are paid $7,500 a year; in Canada, 
where the average weekly wage has just topped 
$73, M.P.’s are paid $10,000 a year. 


It is obvious from these figures that the execu- 
tives who handle the business of our nation are not 
paid anything approaching a commercial apprecia- 
tion of their work and responsibility. They neither 
ask for that nor expect it in their chosen career as 
our elected representatives. But we should ask our- 
selves the question which was recently posed in our 
Senate, by a man who, since immigrating to Canada, 
has served at all three levels of government: as city 
mayor, as provincial cabinet minister, as federal M.P. 
and now as Senator. Are we, as Senator David 
Croll asserted, “‘on the cheap with Parliament”? 


It is a widely-supported principle that our 
elected politicians, the part-time back-benchers whose 
role is only to attend sessions of parliament, should 
not become career or whole-time politicians. They 
should rather retain their contact with the feel of 
our nation, by living a normal daily life in their 
constituencies and carrying on their individual call- 
ings between sessions. 








Ottawa Nensletier 


PATRICK NICHOLSON 





In some occupations this can be done. A law- 
yer, a farmer, a contractor, an engineer, a doctor: 
these perhaps can absent themselves to Ottawa for 
six months in the year but still maintain their civilian 
calling the rest of the year—provided they have a 
partner or paid help. Others, such as teachers and 
civil servants, must entirely abandon their former 
occupation. 


Yet on becoming an M.P., a man or woman 
at once faces this question: “do I open a second 
home in Ottawa, and take my family there with 
me for six months of the year? Or do I leave my 
family at home?” 


The former imposes a financial hardship not 
recompensed by the pay for the job; the latter, 
in the case of young families especially, deprives 
Canada’s children of an essential influence in their 
character-building. 


Senator Croll spoke of young politicians being 
forced heavily into debt, and soon having to recon- 
sider their position and their loyalties. 


Their present remuneration was fixed by Par- 
liament in 1954, since when the rise in our cost of 
living has slashed one-tenth off its purchasing power. 


Would any labor union remain quiescent under 
such conditions? 


Yet our politicians feel uncomfortable when 
speaking about their own remuneration, because 
they and they alone have the power to make the 
now-overdue adjustment. 


The time has perhaps come for a thorough 
survey of this whole matter, most appropriately by 
an independent royal commission. Its findings, we 
should hope, would add a cost-of-living clause to 
offset inflationary trends, would provide pensions 
for widows, would add a pension for the managing 
director at a commensurate figure, and in general 
would adjust the remuneration of the executives 
and staff of “Canada Unlimited” to a scale where 
we, the taxpayers, would not feel two-bit cheap. 


In realism, and to be fair to our elected repre- 
sentatives, and indeed to continue to attract the best 
men and women in our communities to serve our 
nation, the cost to each of us of our legislators’ 
remuneration should be raised from the present 22 
cents per Canadian to something approaching 35 
cents, or one whole packet of cigarettes per year. 
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Labour-management relations dominate domes- 
tic politics. The amended Kennedy-Ervin bill passed 
the Senate by the striking vote of 90-1. The single 
opponent was Sen. Goldwater of Arizona, who is 
considered extreme even by Republicans. Unanimity 
minus one is no mean tribute to the compromise 
which was worked out. The essential contribution 
which made this possible came from Sen. McClellan 
of Arkansas, a fellow-Democrat to Sen. Kennedy. 
Without McClellan’s so-called “Bill of Rights” for 
the rank-and-file union member, the bill might well 
have failed of passage. But without the modifica- 
tions of language to which Sen. McClellan con- 
sented, Sen. Kennedy would have stricken his name 
from the measure. 


The bill may have a long and rough voyage in 
the House. Powerful factions hope to reinforce or 
to modify further the “Bill of Rights”. There will 
be an attempt to deal with secondary boycotts and 
blackmail picketing by way of rounding off the 
section which prohibited the signature of contracts 
giving unions the right to reject “hot” cargoes. The 
bill will come out of the House a very different 
measure in all probability; then the differences must 
be ironed out by a handful of Senators and Repre- 
sentatives in legislative conference. The end result 
will powerfully affect for good or ill the future and 
the presidential hopes of Sen. Kennedy. 


The public is gradually recognizing that big 
labour and big industry have reached the monopoly 
position once held by the railroads. Recognition 
brings resentment, now as then. 


Long after their monopoly of transportation 
was broken by super-highways, inland waterways and 
airplanes, the railroads have groaned under the re- 
strictions which their monopolistic abuses brought 
on them. A recent study sponsored by the Brookings 
Institution recommends that power and incentive to 


Washington Newsletter | 


JAMES M. MINIFIE 





—— 





resort to competitive pricing be restored, and work- 
ing rules and wage practices revised to permit cut- 
ting out unnecessary labor costs. The Canadian rail- 
roads’ efforts to get rid of diesel firemen point up 
the difficulties. 


Big labour and big steel appear determined to 
force Congressional action for the public's protec 
tion, despite the example of what happened to the 
railroads. The two giants are squaring off for a 
show-down when present contracts end July 1, with 
contemptuous disregard for the public interest. 
Steel's earning for the first quarter set an all-time | 
high. Labor’s productivity slipped significantly, al- 
though not as much as the Department of Labor's 
statistics showed. Labour is determined to obtain 
higher wages, despite the relative stability of the 
cost of living index. Management is determined to 
recover any wage increases on a cost-plus basis. 


—— 





This sequence has strengthened the hands of 
Senators O’Mahoney and Kefauver, who want to 
force big industry to show cause before it hits the 
public with price increases. Any industry of which 
50% of the output is controlled by eight or fewer 
corporations would qualify. They would be te 
quired to notify the Federal Trade Commission in 
advance of price rises, so that the commission could 
hold public hearings on the matter. The rises would 
be held in abeyance for 30 days while the companies 
tried to justify them in the full light of publicity. 
Afterward they would be free to do as they saw fit. 


a 


Roger M. Blough, chairman of U.S. Steel, was 
unwise enough to call this “the road to Moscow. 
He was wrong. It is the road to Fascist Rome and 
the Corporate State. The bill has little chance of 
passing, but Big Industry would be as unwise a | 
Mr. Blough if it did not glance back over the history 
of Big Railroads. 
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About Our Authors 


J. William Horsey, LL.D., D.Hum., 
Litt.D., started his career at the age of 
16 years as a Railway Company Traffic 
Clerk. In 1916 his traffic experience 
led to a position with the traffic dept. 
in Buffalo of the already large Fleisch- 
mann food organization. After three 
years he was promoted to assistant man- 
ager of the Toronto office of the com- 
pany and by 1929 had become divi- 
sional manager for Canada. When the 
Fleischmann Company became part of 
Standard Brands Ltd. in 1929, he was 
elected vice-president in charge of 
Fleischmann Products, and was later re- 
sponsible for the same direction of 

ase and Sanborn Products. He took 
the presidency of Standard Brands Lim- 
ited in 1934, and four years later joined 
Dominion Stores as executive vice-presi- 
dent. By November, 1938, he had been 
elected president. Mr. Horsey stepped 
from the presidency of Dominion Stores 
three years ago to become Chairman of 
the Board. Soon after World War II, 
the J. William Horsey Corporation was 
formed, which in 1955 was linked with 
the food organization of Shirriff's 
Ltd., and in 1957 the Salada Tea Com- 
pany became a third link to make up 
the Salada-Shirriff-Horsey Corporation, 
with Mr. Horsey as Chairman of the 
Board and Director. In addition, he is 
also associated with numerous other 
companies, including General Bakeries 
Limited; Orange Crush Limited, Toron- 
to; Orange Crush Co. (Illinois) and 
Inter- American Orange Crush Com- 


pany. 


John G. Myers, B.S.F., M.B.A., In- 
structor in International Business Man- 
agement at the University of Western 
Ontario, received his undergraduate de- 
gree at the University of British Col- 
umbia and his M.B.A. from the Uni- 
versity of Western Ontario. His indus- 
trial experience includes two years in 
British Columbia with the MacMillan 
and Bloedel Company, and six months 
in Sweden and Europe. 


Stewart Thompson has written for 
three previous issues of The Quarterly. 
His articles on a broad range of top- 
management problems have appeared in 
a number of other Canadian and Amer- 
ican business papers. As well as being 
senior partner of his own firm, Man- 
agement Research Associates, London, 
Ontario, he is Editorial Advisor for 
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TEXACO CANADA LIMITED 








*,..even midnight oil” 


In the last century, scientists looked to “midnight 
oil” for illumination. Today they have discovered in that 
very oil a whole new source of energy and productivity. 


The first, humble oil-flame, which gave only feeble 
light and heat, now explodes into power to drive its 
masters faster than the speed of sound. And what the 
first oil men considered waste is, today, refined by 
Texaco Canada Limited, among others, to produce the 
very elements of our modern existence, from gasolines 
and important drugs to sausage casings. 


Texaco Canada Limited is a fully integrated oil com- 
pany engaging in exploration, producing, refining, road, 
rail and water transport, and the operation of marine 
terminals, bulk storage plants, and pipelines. 


With Texaco products sold at service stations from 
the Atlantic to the Pacific, Texaco Canada Limited spans 
the nation. Strategically located bulk plants deliver top- 
quality petroleum products anywhere from coast to 
coast to all types of consumers — industrial plants, 
farms, transportation companies, and a host of others. 


Today the production and distribution of oil and its 
derivatives is North America’s most vital industry. 
Texaco Canada Limited is proud of its position in that 
industry and seeks to play an increasingly useful part 
in building Canada’s future. 


There’s a future for you 
in the oil industry 


Texaco Petroleum Products 















Enquire about Canadian 
Rockies All-Expense Tours 
2, 4,6, 7 days from $54.00 





SCENIC DOME Low Cost Rail Travel 


Here's the way to really see Canada’s scenic wonders . . . from panoramic Scenic 
Domes aboard “The Canadian’? and “The Dominion”. Only Canadian Pacific 
offers the advantages of Scenic Dome travel across Canada . .'. Coaches with full- 
length leg rests and adjustable head rests — Tourist, First Class . . . berths, 
roomettes, bedrooms, drawing rooms. Make your next trip an exciting experience 

. see Canada close up, stopover enroute if you wish . . . All at no extra fare! 


Full information and reservations from any 
Canadian Pacific office. 


LONGEST DOME RIDE IN THE WORLD 


Daily service between Montreal-Vancouver; 
Toronto-Vancouver 








Purchasers and Distributors 
of Government, Municipal and 


Corporation Securities 


A. E. Ames & Co. 
Limited 
Business Established 1889 
TORONTO MONTREAL NEW YORK LONDON, ENG. VANCOUVER 


VICTORIA WINNIPEG CALGARY LONDON HAMILTON GTTAWA 


KITCHENER ST. CATHARINES OWEN SOUND QUEBEC BOSTON, MASS. 
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About Our Authors cont. 


Management Planning and Administra. 
tion for Office Equipment & Methods, 
and Administrative Assistant with a 
well-known Canadian hosiery company, 
He has directed a number of manage. 
ment seminars, and is instructor of two 





training programs sponsored by McMas- 
ter University’s Extension. Department, 
In his current article for The Quarterly 
he draws on one of his research studies 
undertaken for the American Manage. 
ment Association. 


——— 


John J. Wettlaufer is Associate Pro- 
fessor of Business Administration at the 
University of Western Ontario, where 
he teaches administrative practices, per- 
sonnel and industrial relations. He is 
also Director of the Marketing Manage. 
ment Course at Western and co-editor 
of Canadian Business Administration—A 
Survey Course. He received his B.A, 
(1950) and M.B.A. (1951) from the 
University of Western Ontario. 
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Letters to the Editor | 


Thank you for your article which 
appeared in the Spring edition. You 
have been both factual and generous. 


James S. Duncan, 

The Hydro-Electric Power 
Commission of Ontario, 
Toronto, Ontario 


The Washington News Letter, by 
J. M. Minifie, in the latest issue of 
the “Quarterly” contains two of the 
most extraordinary statements that I 
have ever seen in your magazine. | 
refer to the statement that the New 
Deal regulatory bodies have been more 
concerned to ensure that corporations 
should pay a goodly and godly 5% 
than to shield the consumer from 
higher prices, and the statement that 
inquiries might reveal collaboration be- 
tween big business and big unions, 


It is completely astonishing that such 
statements should appear in a magazine 
of this kind without any editorial com- 
ment whatever. Minifie is certainly 
entitled to his opinions, but they hardly 
come under the heading of a News 
Letter. 


F. H. Howard, 
General Motors Diesel Limited, 
London, Ontario 
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YOU CAN AFFORD TO FORGET—IMPERIAL CAN'T 


-.. Because four generations of Canadians have come to depend 
on Imperial products on the road, on the farm, in the home 


Imperial started supplying Cana- 
dians with oil products in the very 
early days of the industry in Cana- 
da... in fact, 1880 was the year it 
made its start in this business. 


In most areas of Canada, it was an 
Imperial refinery which first began 
making oil products locally. 


Imperial pioneered, too, in supplying 


Canadians with products when and 
where they were needed. (As far 
back as 1907, Imperial opened the 
first service station in Canada... 
and perhaps in the world.) 


Today, as over the past 78 years, 
Imperial recognizes its responsibility 
to bring Canadians the most modern 
of oil products at the lowest possible 
price. 


OCTANE RATING 
REGULAR GRADE GASOLINE* 


“AVERAGE FOR PRINCIPAL CANADIAN CITIES 


ine prices. 


Octane has increased steadily com- 
pared to wholesale gasol 7 


IMPERIAL OIL LIMITED 


IMPERIAL OIL...FOR 78 YEARS ALEADER IN CANADA'S GROWTH 





» +a hand in things to come 


Reaching for the Moon 


Once it meant the impossible... 
today it’s a progress report on scien- 
tific developments. 

Who dares call anything impos- 
sible? In a few short years, Canada 
has forged ahead from an agricultural 
economy to a country noted for its 
industrial and scientific achievements 
in the modern world ! 


Only a dream yesterday . . . reality 
today. In one of its new plants, Union 
Carbide Canada Limited is taking 
apart hydrocarbons and putting the 
pieces together again in ways un- 
known to nature. 


The result? A steady stream of new 
chemicals-—-many of them made in 


Canada for the first time. The bene- 
fits of these chemicals are everywhere 
—amazing new plastics, life-saving 
wonder drugs, enduring paints and 
enamels, man-made fabrics... the 
list is endless. 

Not only chemistry has felt the 
touch of Union Carbide! Alloying 
metals that make possible stainless 
and other fine steels, oxygen from 
the air for medical and industrial 
use, a variety of consumer products 
—developed, made better or more 
abundant by the leadership of 
Union Carbide. 

And the moon? Union Carbide’s 
research and development is helping 
man reach in that direction, too. 


Union Carbide Canada Limited, 
Toronto 7, Canada, and Divisions: 
BAKELITE COMPANY— 
Plastics and Silicones; CARBIDE 
CHEMICALS COMPANY— 
Chemicals and Polyethylene; 
ELECiRO METALLURGICAL 
COMPANY—Ferroalloys, 
Electrodes and Carbon Products; 
HAYNES ALLOYS COMPANY 
— Heat, Corrosion and Wear- 
Resistant Alloys; LINDE COM- 
PANY—Industrial Gases, 
Welding and Cutting Apparatus; 
NATIONAL CARBON COM- 
PAN Y—Consumer Products; 
VISKING COMPANY—Food 
Casings and Plastic Film. 
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FOOD DISTRIBUTION IN CANADA 





Some Reflections and Observations 


In the following article, one of the pioneers of modern 
food distribution in Canada reviews the major developments in 
this field over the past 40 years. He examines the factors behind 
these developments, and the implications they hold for the 


future. 


It is now over 40 years since I first became 
connected with food distribution. What amazing 
things have happened in that time! Foods that today 
are considered daily necessities in the Canadian 
family’s menu were then virtually unheard of. Shop- 
ping habits have changed beyond all recognition. 
Distribution itself has seen tremendous advances— 
supermarkets were unknown, self-service had just 
been “invented”, there were no real chain stores in 
the sense that we know them today. Relative to 
family incomes, foods were tremendously expensive, 
variety was limited, and food distribution enor- 
mously inefficient by today’s standards. 


The paper that follows contains some personal 
observations and reflections on developments in food 
distribution, particularly at the retail level. The his- 
torical development of the food chain will be con- 
sidered first; later sections will discuss the major 
trends in food distribution today, with some com- 
ments on the future. 


HISTORICAL DEVELOPMENT 


The historical development of the food chains 
is a thrilling story. The pioneers, largely rugged indi- 
viduals, lured by the opportunity of great gain and 
wholly devoid of altruistic ambitions, saw an oppor- 
tunity to bring food to the consumer at lower costs 
through the elimination of the so-called middleman. 
This extended itself into lowering costs by large- 
volume buying at prices often with disastrous results 
to producers, processors and manufacturers; by pay- 
ing low wages to employees; by low rents for prem- 
ises; by obtaining secret discounts and allowances to 
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such an extent that restrictive legislation in the 
United States and Canada became not only advisable 
but an absolute necessity. Operators concerned them- 
selves with buying rather than marketing, forcing 
upon the consumer the merchandise bought at low 
prices regardless of consumer needs or wants, rather 
than studying consumer needs and offering merchan- 
dise at prices and with a service calculated to satisfy 
those needs. These pioneers were tremendously suc- 
cessful in spite of their lack of vision and methods, 
for the simple but basic reason that the new system 
did lower the cost of distribution. On this sound 
economic principle, they continued to grow and pros- 
per. In fact, that contribution to reduced cost of dis- 
tribution was and is the only justification for a chain 
store’s existence. Without it one might ask, why 
chain stores? 


Until the late ‘twenties, I question whether even 
the best or most successful operators had any concep- 
tion of their true function. The true function of chain 
stores is that of mass distribution. They stand be- 
tween mass production and mass consumption. They 
are the middle link in a chain of three, and their 
economic value is measured by efficiency in perform- 
ing that service. Their efficiency is determined by 
their ability to eliminate waste in distribution, to 
develop new methods of handling in warehousing, 
transportation, retail store stocking and a host of 
other activities, increasing turnover and reducing the 
number of times articles are touched by human hands. 
Concentration on these factors of reducing distribu- 
tion costs and bringing merchandise to consumers at 
lower prices by the minimizing of costly and unneces- 
sary services, rather than forcing the producer to sell 
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his goods at sacrificial prices, or obtaining services 
below cost, is the true function of mass distribution. 


Those who adopted this concept in the early 
‘thirties became the most successful operators and 
did so even under highly restrictive legislation and 
greatly increased costs in wages, rents and services. 


In the evolutionary development of retail chain 
food stores, the innovations did not come from the 
larger operators. In fact, the latter generally opposed 
modern revisions of the system they had established 
—many to their sorrow. In 1916, Clarence Saunders, 
a colourful individual with a keen mind, opened a 
store in Memphis, Tenn. Here, the first self-service 
unit was born and called the Piggly Wiggly Store. It 
contained the first turnstile and check-out counter. 
At the peak of the company’s success, 2,660 stores 
were in operation in the U.S.A., hundreds of which 
exist today. The large chains did not adopt the new 
idea for a very long time. 


Today, a multiple retail operation could not exist 
on any other basis. There were large corporate chains 
that declared they would never change. Why was the 
idea successful and why did it prosper? First, it 
allowed the customer to pick and choose. Second, the 
customer did a great deal of the work. Both of these 
customer functions contributed to rapid turnover and 
reduced again the cost of distribution. There were 
corporate chains in North America that did not con- 
vert their operations into self-service until the late 
thirties and early ‘forties. But this revolution over 
the years brought about substantial reductions in dis- 
tributing costs, and for that reason it remained. It 
was economically sound. 


For the next development, I cannot do better than 
quote from The Supermarket—A Revolution in Distri- 
bution, by M. M. Zimmerman, in which he says: 


In the early ‘thirties, two distribution 
bombshells burst around New York, with 
the opening in 1930 of King Kullen, fol- 
lowed in 1932 by the opening of Big Bear. 
So propitious was the moment, economically 
and psychologically, for the appearance of a 
new system of mass distribution, that the 
opening of these two unique markets was 
hailed as marking a new venture. And up 
to today, the history of the supermarket in- 
dustry is generally reckoned from this time. 


Actually, however, the appearance of 
these two amazing food retailing operations 
on the Atlantic Seaboard had been preceded 
by many experiments throughout other sec- 
tions of the country, in the various features 
which combined to make up the composite 


operation that has since been glorified by 
the term ‘supermarket’. 


In 1920, many of the western and south 
western states boasted of huge self-service 
markets of varying areas. These ‘coliseums’, 
while slowly gaining momentum, especially 
in California, were concerned with attract- 
ing mass patronage, much as were the later 
eastern supermarkets of the ‘thirties. There 
were a number of these large self-service 
western markets, which were housed in for- 
mer lofts or car-barns. 


As in the eastern markets of the ’thir- 
ties, emphasis was on price. Mountains of 
groceries were put out for customers who 
travelled as far as 100 miles to shop at these 
emporiums. They did not care what the 
place looked like as long as they could save 
a few pennies. This was even more true in 
the thirties, during the depression days. 
Some of these stores were even then chalk- 
ing up record traffic totals each week. One 


‘hundred thousand customers per week was 


not uncommon. Customers waiting on them- 
selves spent as much as $50, or more, on 
groceries alone at one time. 


While these efforts were sporadic and 
did not give impetus to the national move- 
ment which was to follow Mike Cullen's 
Long Island opening in 1930, a history of 
supermarket development in America de- 
mands a review of some of these great, scat- 
tered, early operations, which remain in the 
vanguard of supermarket operation even to 
this day. 


One of these operations is Ralph’s Gro- 
cery Co., of Los Angeles, who have been 
pioneering in the food business since 1873. 
Starting, as all pioneers do, in a most mod- 
est way, Ralph’s developed some of the 
finest markets in Los Angeles. As far back 
as 1930, they were operating markets — 
really supermarkets — which would have 
been a credit to any community. Some of 
these early Ralph buildings are almost as 
modern today as when they were built 25 
and 30 years ago. When Ralph’s emerged 
25 years ago as supermarket operators, they 
again built the finest buildings, which at 
that time required an investment of $100,000 
per unit. By 1929, Ralph’s had 12 cash-and- 
carry stores, and by 1936 they had increased 
to 25 units of the supermarket type. 
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Here was the birth of the supermarket, another 
contribution to reductions in cost of distribution. 
These early supermarket operators were not con- 
cerned with frills, their chief objective being to get 
merchandise to people in large volume at a minimum 
cost. The depression years of the 1930's certainly 
helped in establishing these markets as an integral 
part of retail marketing in North America. 


As in so many things, those who look back can 
pontificate and write books on the success of such a 
phenomenal development, and nearly every success- 
ful operator will tell you of his foresight and plan- 
ning as being responsible for what we see in North 
America today. But I do not believe the pioneers in 
the field had any conception of what they were 
launching on the buying public. Certainly operators 
today, fattened by lush inflationary years, are not 
governed by the principles of low-cost distribution. 
However, because of size, the inclusion of non-food 
items with higher margins, and tremendously in- 
creased store traffic with resulting large volume, they 
have been able to reduce costs per dollar of sale, in 
spite of the palaces that now bear the name of super- 
market. 


In 1946, President Truman, in a letter to the 
Supermarket Institute, said, “I believe that we have 
all learned one basic truth about our system of free 
enterprise as a result of our war-time experience. We 
are convinced now as never before that the common 
good is best served by producing and distributing 
goods in high volume and at low unit costs. By 
lowering the costs of production and distribution, we 
make it possible for the great masses of our people 
to buy more goods and thus advance the welfare of 
the nation. The merchants of this country can render 
a great service by keeping this basic truth in mind and 
working for a rapid, high volume turnover, rather 
than high profits on individual items.” 


I do not think it is‘ possible to understand the 
development of the whole chain store industry into 
what we now call supermarkets unless we recognize 
this basic fact of lowering the cost of distribution and 
thereby lowering the retail price, rather than lower- 
ing retail prices by forcing the manufacturer down. 


In retail distribution—and this is a point I would 
like to make, although I am not the creator of the 
point—it is the divisor that counts. Here is the exam- 
ple of one company with which I am familiar: In 
1938 the sales volume was $18,000,000; the number 
of stores, 464; the gross margin, across the board, 21 
per cent; producing a net loss of $200,000 or a little 
Over 1 per cent. 


The same company in 1957: the sales were 
$312,000,000; the number of stores 334—130 fewer; 








the gross margin, across the board, was 15 per cent; 
the profit was $6,500,000, or a little over 2 per cent 
after taxes. 


During this time, total operating expenses in- 
creased from $3,960,000 to $42,363,811. I think that 
proves the point that in this business it is the divisor 
that counts. 


What is the point of all this? Simply that pro- 
ducers and retailers of merchandise cannot hope to 
do business together successfully unless producers 
recognize the service rendered by the retail distribu- 
tors or organizations into whose hands we place our 
goods for a short period of time on their way to the 
consumer, when they become ours again; and unless 
we are prepared to conform to the pattern of distri- 
bution they have developed over the years, allowing 
them a portion of the profit on the way through to 
the consumer. 


These points apply alike to drugs, hardware, 
confections, health and beauty aids (including cos- 
metics), clothing, shoes, and food, as I shall en- 
deavour to demonstrate later. 


THE SUPERMARKET TODAY 


Before commenting on more recent develop- 
ments in North American retailing, I should like to 
give you a picture of Supermarkets 1959: 


A supermarket is a highly department- 
alized retail establishment, dealing in foods 
and other merchandise, either wholly owned 
or concession operated, with adequate park- 
ing space. The grocery department, as a 
rule, is on a self-service basis. It must be. 


In many ways, it may be said that the 
real predecessor of the supermarket in 
North American merchandising is the old 
trading post, which apparently remained as 
part of the North American buying con- 
sciousness. The supermarket, to a startling 
degree, is nothing but the old trading post 
grown to gargantuan proportions. 


To see the real parallel between the 
great market and the old trading post and 
village store, on must revisualize these latter 
centres of retail trade and social exchange. 
The trading post was generally quartered in 
the centre of a wide area . . . it was the 
point of attraction of an entire community. 
It made no effort to be enticing or to lure 
trade or visitors. Its presence in the neigh- 
bourhood was presumed to be a blessing in 
itself. Its goods were there for customers to 
take or leave. Service and delivery were 





never heard of; fitting rooms, or even a mir- 
ror, were luxuries beyond realization . . . 
a woman bought a hat as she bought a ham. 


In an unbelievable medley was piled up 
everything a purchaser of those good old 
days could desire — calicoes, bustles, hore- 
hound candies, cans of lard, harnesses. . . . 
From the ceilings hung frying pans, trous- 
ers, farm implements, mousetraps. Never- 
theless, the general store was a wondrous 
emporium; men, women and children from 
miles around looked forward with pleasure 
to a visit to its cheerful chaos. Whole fami- 
lies piled into the buckboard or family 
buggy. Lunches were carried aboard, and 
off went the whole clan, the amazing dis- 
ance of 10 or 15 miles on the most exciting 
of possible experiences. In front of the 
trading post or village store was the long 
hitching post where horses nibbled at their 
oat bags, waiting until baskets, sacks, and 
cane were brought out and piled up under 
the seats for the homeward trip. 


The supermarket today smacks of the 
same atmosphere. A kind of picnic air per- 
vades its vast interiors. Like the trading 
post of old, the supermarket draws no lines 
in possible wares. It features anything from 
radios to canned pears. Its aisles may be 
lined with hardware, software, toothpaste, 
produce, even wearing apparel. But the 
very diversity of the products, as with the 
village counters of old, provides allure. And 
when these heaping counters also appeal to 
the customer’s saving instincts because of 
their good value, the combination is irresist- 
ible. Since supermarket customers in the 
early days were drawn from a large radius, 
the comfort of free and safe parking was 
an item in the buyer’s psychology. Hence, 
though the hitching post gave way to the 
free parking space, and oats have given way 
to gasoline, the situations expressed in front 
of a trading centre and in front of a super- 
market are the same; the family has come 
a-picnicking to the market, to sift its values, 
and to buy. It was the very informal char- 
acter of the first supermarkets in the early 
1930’s which fooled the competitors of the 
supermarket into believing these newcomers 
would never last. 


MAJOR TRENDS IN FOOD RETAILING 


The character of food retailing in Canada today 


may be gauged by the following facts: 
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1, The food chains are big and growing in im. 
portance. Today, the chains account for 43% of all 
food store sales in Canada, an amazing figure when 
you consider that just eight years ago the chains ac- 
counted for only 30% of food store sales. Somewhat 
similar figures apply in the U.S.; although there the 
so-called voluntary group development has gone 
much further than in Canada. 


2. Food distribution is heavily concentrated in 
a few stores, and a few large chains. Roughly 25% 
of all food store sales in Canada are made by only 
2% of the stores, which in turn are owned by three 
companies! Nearly two-thirds of the retail food busi- 
ness is done by 12% of the stores. 


3. Canadian supermarkets are new, and are big. 
Roughly half the supermakets today are less than six 
years old. The average size for new supermarkets on 
this continent is 17,000 square feet, with average 
annual volume of $1,810,000 per store. Nearly half 
the supermarkets on this continent do over $2,000,000 
sales each year. 


4. Supermarkets are carrying more items. In 
grocery items alone, the average store today carries 
close to 5,000 items, more than double the number 
carried nine years ago. And new products are put- 
ting supermarket shelf space at a premium. 


5. There is a distinct trend towards increasing 
sales of non-food items in supermarkets. Industry 
data reveal that today’s supermarkets carry 21 major 
non-food lines, representing 5% of supermarket 
sales. These lines include health and beauty aids, 
household goods, clothing, stationery, toys, and 
hardware. Ten years ago, 10 representative health 
and beauty aids were almost entirely drug store items; 
today, food stores account for over 50% of all sales 
of these goods. 


6. Supermarket merchandising produces rapid 
turnover, which in some measure at least is an indi- 
cation of efficiency. The average overall stock turn- 
over rate for supermarkets is roughly 25 times a year. 
Some typical departmental turnover figures are: fresh 
produce, 155 times; meats, 144 times; dry groceries, 
18 times; health and beauty aids and sundries, 10 
times. There is thus tremendous variety in the met- 
chandising requirements just from department to 
department. 


As in the case of self-service, the development of 
supermarkets was opposed by all major corporate 
chain store operators. Canada has seen a nation-wide 
expansion only since the war. Today, these same 
organizations are vying to outdo each other in store 
size, services, costs, equipment, innovations in met- 
chandise, departments, entertainment, prizes, contests 
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and what have you! So much so, that many thinking, 
experienced people in the industry are “just scared to 
death”, and wonder where we are heading. 


My personal opinion is that we have wandered 
away from the basic principle of low cost distribu- 
tion, and a lean period in our economy would give 
birth to another basically sound method of distribu- 
tion capable of further reduction in costs. 


While corporate chains are now in the game, 
supermarkets in North America are by no means con- 
fined to their operations. Many independents and 
affiliated groups are leaders in supermarket develop- 
ment. As an example, by far the largest percentage 
of membership in Supermarket Institute consists of 
operators having one, two, three and four units only, 
and very efficient and effective they are too! 


A few years ago, another innovation—The Shop- 
ping Centre—began to appear and is now reaching 
unbelievable proportions. In it is housed every con- 
ceivable retail operation from a hairdresser to a hard- 
ware store. 


This new retailing approach was born out of the 
problem created by urban and suburban housing. 
Regional planning groups had been working for 
years on this problem, and the result was the emer- 
gence of the shopping centre. In the very early stages 
it was rather conservative in size, but the widespread 
use of motor cars had much influence on the theory 
and practice of planning these centres. Today, the 
rapid development of these merchandise marts and 
plazas exceeds the fondest hopes of even an enter- 
prising North American real estate agent . . . and 
that is something! 


CONCLUSION 


Where is all this going? May I quote from a 
study made by Foote, Cone and Belding of New 
York and Toronto, in September, 1958: 


In today’s very competitive climate, it is im- 
portant that marketing people learn all they can 
about the market place where their brands are 
traded to consumers for their cash. Tremendous 
changes are taking place in all types of retail 
outlets. New problems and new opportunities 
occur constantly. The continuing trends in the 
dynamic retail industry are toward: 


1. Increased total volume — the result of 
the growth in high buying power, prepared 
foods, more items — and inflation. 


2. Larger and larger individual stores — 
fewer smaller stores, fewer total stores, increas- 
ing concentration of business. 





3. More and larger chain operations. The 
larger national chains are merging; new ones are 
forming. The surviving independents are group- 
ing into voluntary and co-operative chains for 
protection. 


The present philosophy is one of “We stock 
what we need”, which is a change from “We 
stock everything’. Coincident with this changing 
philosophy that adversely affects advertised 
brands is a changing attitude favouring private 
brands. The industry as a whole is inclined to 
emulate the A & P Tea Company. 


I am not at all in sympathy with that; however, 
that is what is going on. 


Along with this there is a changing mer- 
chandising concept, wherein the big operators 
are merchandising their entire store to consum- 
ers. They are building a store personality and 
are merchandising their stores as the place for 
Mrs. Consumer to do all of her shopping. 


This activity by the retailers does mean that 
advertising, packaging, labelling and consumer 
promotions of manufacturers’ or producers’ own 
brands will be even more important to those 
brands’ success in the future than they have been 
in the past. 


Today, the distributive trades are feeling 
their power. As they have grown and expanded 
with the rapidly concentrating pattern in food 
distribution, they have seen scores of the manu- 
facturers change their selling and shipping 
methods, their packing and their packaging, to 
meet the trade’s needs and demands. 


All this, they feel, is simply a part of facing 
the facts as they exist today. They are the buyers 
and they have no intention of upsetting their 
patterns and policies to accommodate any one 
supplier. Besides, they feel that both the vendor 
and retailer can profit from better, more stream- 
lined operations. They are convinced that the 
changes they suggest, or sometimes demand, are 
reasonable, practical and warranted. Often, 
when the trade’s recommendations for necessary 
changes are made by the manufacturer, it will 
result in greater co-operation immediately. 


They are always interested in any research 
that will show them how to sell greater volume, 
realistically. They are interested in facts, not 
salesman’s “malarky’’. 


They appreciate an awareness of their prob- 
lems by their suppliers. They appreciate any 
endeavours on the part of the suppliers that will 
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increase productivity. And they appreciate any 

help that will guide them to decisions involving 
greater volume, faster turnover and greater pro- 
ductivity. 

The phenomenal population growth, through 
birth and immigration, is opening up entirely new 
markets. On that point, there are 1,500 new mouths 
to feed in Canada every morning. In the city of 
Toronto, from St. George Street to Bathurst and 
from College to Bloor, the morning news is read in 
16 different languages every day. So the buyers in 
the stores are coming in and picking out merchandise 
from its appearance. For instance, any name that you 
think of means nothing to a person coming from 
some part of Germany or Switzerland or what have 








you. So they pick up the pretty packages, they pick 


out the exciting packages. Great concentrations of ' 


buyers attracted to supermarkets and shopping 
centres offer an avenue of merchandising develop- 
ment hardly appreciated even by those who brought 
these centres into being. 


It is nothing to put a whole small Canadian 
city through a supermarket on Friday and Saturday 
in the City of Toronto now. Even if 200 of the 
12,000, 13,000 or 14,000 people passing through 
pick up some socks that may well be either too 
large or too small, they will probably sell more 
socks than many department stores will sell in a 
day. I think that is something that should not be 
missed. 





THE CLARK REPORT 


On February 17, Dr. Robert M. Clark of the Uni- 
versity of British Columbia presented his report, 
Economic Security for the A eb in the United States 
and Canada, to the Honourable J. W. Monteith, Minis- 
ter of National Health and Welfare. 


Dr. Clark’s terms of reference required him “to 
conduct an inquiry into facts relating to old age secur- 
ity systems in effect in Canada and the United States, 
with particular reference to those features of the old- 
age and survivors insurance program in the United 
States which make it possible for higher benefits to 
be paid covering a wider range of contingencies at an 
earlier age than is provided under present legislation, 
and to report thereon as soon as possible.” 


Dr. Clark’s terms of reference were ill-conceived 
if they imply, as they seem to, that some magical dif- 
ference between the American scheme and our own 
allows Americans to receive larger benefits at an 
earlier age at a lower cost. The only way that larger 
benefits at an earlier age can be provided is by taking 
more away from the working population, by higher 
taxes or more inflation or both. Like any intelligent, 
well-informed citizen, Dr. Clark knows this and it is 
reiterated by implication many times in his report. 


Dr. Clark has produced a stupendous work—861 
pages. It is a good job—and as factual and unbiased 
as anyone could reasonably expect. . . . 


In a sense, however, Dr. Clark does not come to 
grips with, or at least he has minimized, the funda- 








mental issues. For example, almost ali recipients of 
OASI pensions in the US. believe that they paid for 
their pensions through their contributions whereas, 
in fact, none of them has paid more than 10% of the 
value of the pension. Aren’t such wide-spread but 
totally erroneous beliefs morally wrong and in the 
long run damaging to a great nation like the U.S.? 
Dr. Clark’s report is concerned with old age. But can 
we isolate the problem of old age? If we are disposed 
to divert more of our national income to welfare 
measures, do we want to divert it to those fortunate 
elderly citizens who are healthy, happy and with inde- 
pendent means or would we prefer to relieve the 
squalor and despair of a young widow with several 
children? Dr. Clark often refers to the U.S. social 
security fund of $23 billion but he does not explore 
its real meaning. Is it not just a figure representing 
the excess of past social security taxes collected (and 
spent) over past pensions paid? Is it worth any more 
than any government's promise to pay future pensions 
out of future taxes or inflation or both and, if not, 
is there any real difference between the way the 
Americans finance OASI and the way we finance Old 
Age Security? All this is not critical of Dr. Clark. 
After all, he was hired to get the facts, not to phil- 
osophize. 


—Canadian Actuarial Bulletin, 
William M. Mercer Ltd., 
April, 1959. 
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Soviet Trade 


and 


Canadian Business 


Much has been written of late concerning the so-called 
Russian Economic Offensive, but few of the questions most im- 
portant to businessmen have been answered. In this article, the 
author attempts to examine Russian trade from the viewpoint 
of the Canadian businessman — the nature of Russian trade 
moves, their impact to date, and their likely future directions. 


Canadians, on a per capita basis, are the world’s 
most active international traders. The total volume 
of Canadian trade ranks fourth behind the United 
States, the United Kingdom and the Federal Republic 
of Germany.' In 1958, Canada’s toral trade was $10.1 
billion, accounting for nearly 30% of her Gross 
National Product.? A major decline in Canadian trade 
would clearly create serious economic problems for 
this country. 


Recently, Russia has expanded trade with her 
satellites and other parts of the world, and is now the 
world’s sixth trading nation. Although her motiva- 
tions and capabilities are largely unknown, the effects 
of this activity have already been felt by many West- 
ern industries, including some in Canada. In the poli- 
tical and economic realm, Russia has declared a new 
kind of cold war, one in which she is deliberately and 
systematically trying to outproduce and outcompete 
the West. One of her goals is to capture the foreign 
markets of Western producers. In many cases, the 
goods she is selling or trying to sell on world markets 
fall in the category of primary resource materials, 
products which Canada and Russia both possess and 
produce in large quantities. 


The dangers to Canada of this so-called Russian 
Economic Offensive are great. The Honorable C. 
Douglas Dillon, Under Secretary of State for Econ- 


\Canada Year Book 1957-58, p. 988. 
2Foreign Trade Magazine, March 14, 1959, p. 2. 


J. G. Myegrs 


omic Affairs in the United States, described the situ- 
ation as follows: 


Thus, the thrust of Soviet competition 
will fall mainly on the less developed coun- 
tries, and to a degree, on such other nations 
as Canada which are the normal suppliers of 
similar products to the industrialized 
nations. 


Total Canadian exports levelled off in 1958 
from a steady, year-by-year increase up to that time. 
This decline was clearly due to many factors, but its 
timing, coinciding with the onset of the Russian 
movement into world markets, cannot help Ee. 
ing the questions: Are the effects already being felt? 
What has been the impact on Canadian business? 
What are the likely future effects of the Russian 
economic offensive? What can Canadian business- 
men and government officials do to offset the Soviet 
threat? 


These are difficult and complex questions. Their 
scope has prompted the writer to divide the subject 
into two parts: the first, concerning the nature and 
impact of the Russian trade moves to date, will be 
discussed in this article. The second, a description 
and analysis of the alternative solutions that have 
been offered, is to be published in a subsequent issue 
of the Quarterly. 


In this paper, attention will be given the follow- 
ing topics: the nature of resources and output in Rus- 
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sia and Canada; Russian and Canadian trading facili- 
ties; comparative trading statistics; Russian trading 
movements; their impact to date on specific Canadian 
industries; their likely future direction; and their 
overall effect on Canadian business. 


CANADIAN AND RUSSIAN RESOURCES 


Canada and Russia are the two largest national 
land areas in the world. They have similar latitudinal 
locations and climatic conditions. Both nations are 
concentrating on developing their basic natural re- 
sources, a fact which, in some respects, gives them a 
similar sociological environment. They are tich in 
natural resources, particularly mineral, wood and 
agricultural products. The nature of the resources of 
the Sino-Soviet bloc? may be seen in the following 
table: 


TABLE 1 
Sino-Soviet Rest of 

Bloc U.S.A. Free World 

(Percentages of total world resources) 
RSet 24% 37% 39% 
a ee 36% 26% 38% 
Crude Petroleum... 12% 42% 46% 
Primary Aluminum 17% 45% 38% 
Electric Power ........ 18% 41% 41% 
Merchant Fleets .... 3% 25% 72% 


Source: Background for Mutual Security, Fiscal Year 1958. (Wash- 
ington: G.P.O., 1958) p. 21. 


While there are similarities, there are, of course, 
many basic differences in the economic situations 
of Canada and Russia. The internal markets (17 
millions in Canada, 200 millions in Russia) form 
the basis for many of these differences. Canada, for 
example, is forced to export much more of her pro- 
duction because of the small size of her population. 
The Canadian-U.S.S.R. parallel in resources is by no 
means complete; unlike Canada, Russia has inade- 
quate supplies of copper. Also, although very 
large, her agricultural industry is apparently unable 
to support the growing demands of her population 
for food. Canada lacks tin. Russia exports non-agri- 
cultural machinery in large quantities, whereas this is 
Canada’s largest import. Russian trade is centrally- 
controlled and directed; Canadian is dependent on 
the imagination and initiative of individual business- 
men. 


3The Sino-Soviet bloc includes U.S.S.R.; Soviet Euro 
which include Albania, Bulgaria, Czechoslovakia, 


Satellites, 
viet Zone of 


Germany, Hungary, Poland and Rumania; China, which includes 
Mainland China, Manchuria, Inner Mongolia, and Tibet; Outer 
Mongolia; North Korea; and North Vietnam. 
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The clash of Canadian and Russian trade activity 
has, so far, occurred mainly in the non-ferrous metals 
group. Table 2 shows a comparison of Canadian and 
Russian exports in 1957: 


TABLE 2 
Canadian* Russian** 
Exports, Exports, 
Commodity 1957 1957 
($000,000) ($000,000) 
Newsprint Paper ...... 715 10 
Wheat seer te Me OE 380 438 
ok. Sa 292 75 
PIGS O00 WOONES |... ......c.cccccces. | 282 135 
Nickel, primary and semi-fabricated 248 
Aluminum, primary and semi- 
fabricated . Perret a 229 51 
Copper, primary and semi-fabricated 162 Si 
MINS oo ene Rac Ean a 152 125 
Petroleum, crude and partly refined 141 265 
Uranium ores and concentrates........... 128 aa 
Asbestos, unmanufactured ................. 107 18 
Farm implements and machinery ...... 67 48 
RN ster Nada hts cotp aco veed con sesh nwosin 68 78 
RE ee ae 67 = 
Zinc, primary and semi-fabricated ... 65 18 
Fish, fresh and frozen ....................... 63 19 
Me I S80 Sess 61 E 
Non-farm machinery ...............0.0..0..... 57 605 
Cattle, chiefly for beef .......0..0.0.......... 42 107 
Aircraft and parts 0.0... 40 me 
Total, including all commodities. ..... $4,839 $4,382 


*Foreign Trade Magazine, March 14, 1959. 


**Foreign Trade Returns of the U.S.S.R., 1955, 1956, 1957. The 
Russo-British Chamber of Commerce. 


The commodity composition of Canadian ex- 
ports remained roughly the same in 1958, with the 
exception of large increases in uranium, aircraft and 
parts, and cattle. Although figures are not available 
for Russian exports in 1958, material gathered from 
several publications indicates that their exports of 
platinum, asbestos, aluminum, and petroleum have 
increased considerably. 


ORGANIZATION OF RUSSIAN TRADING 


The most significant facet of Russian trading 
activity is that it is controlled through a central 
trading authority. This central authority, called the 
Ministry of Foreign Trade, directs practically all of 
Russian foreign trade and has the responsibility for 
setting the plan of exports and imports. This system 
of centralized control is in direct contrast to the 
trading situation in most Western countries, where 
the quantity and direction of foreign trade is deter- 
mined by private interests. 
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Under its central trading organization, Soviet 
trade policy has been directed towards achieving bi- 
lateral, country-by-country, balancing of imports and 
exports. Commenting on this situation, Professor 
H. J. Berman of the Harvard Law School, says:‘ 


The existence of contingents is a serious 
handicap which makes for discrimination, 
yet it is part of the system of bilateral 
trade agreements which Soviet Russia pre- 
fers in view of her planned economy. Un- 
like Poland or Eastern Germany, where in 
special cases direct trade deals between pro- 
ducing centres and foreign customers are 
allowed, the Soviet Union insulates her in- 
dustrial units from contacts with foreign 
customers and leaves the foreign trade ex- 
clusively in the hands of Foreign Trade 
corporations. 


Although this type of organization has many 
advantages, observers have also noted that the system 
suffers from inefficiencies and lack of competitive 
incentive. Professor Berman’ points out that “the 
technique of world trade is not different in Soviet 
Russia, but tremendous conservatism, strict applica- 
tion of commercial rules and lack of flexibility with 
regard to the development of commercial law, are a 
very serious handicap.” 


RUSSIAN TRADE MOVEMENTS 


To this point, we have noted the similarities be- 
tween Russia and Canada in terms of resources, and 
the basic difference in the way in which these two 
countries approach the business of international trade. 
We have also seen that Russia has clearly declared 
her intention to use her resources to wage economic 
war on the West. What have been her movements to 
date in this tade war? 


The in ease in Russian trade activity can be seen 
in the following volume index for total trade turn- 
over® (1938=100): 


1950 254 
1955 496 
1956 557 
1957 620 


In 1957, total Russian trade’, converted to Amer- 
ican dollars, was approximately $8,300,000,000, 


4A speech entitled “Negotiating Commercial Transactions with 
Soviet Customers”, given in a presentation to the International 
Management Division of the American Management Association, 
New York, November 5-7, 1958. 

SIbid. 

“Vaneshnaya Torgovlya, Nos. 4 and 8 of 1958. 

Foreign Trade Returns of the U.S.S.R., 1955, 1956, and 1957, The 
Russo-British Chamber of Commerce. 

















































slightly less than Canada’s $10,560,000,000. The 
trade balance, in contrast to Canada, was favorable, 
so that her exports of $4,400,000,000 were almost 
equal to Canada’s $4,930,000,000. The percentage of 
exports from Russia to bloc® countries has decreased 
from 85% in 1955 to 74% in 1957, indicating that 
her exports to non-bloc countries have increased sub- 
stantially. In 1957, the U.K., Finland, United Arab 
Republic, India, Yugoslavia, German Federal Repub- 
lic and France were the leading non-bloc recipients of 
Soviet exports. Machinery and equipment, fuel, met- 
als and manufactures, and grain were the leading 
exports, making up about 58% of the total. Textile 
materials, timber and paper, ores and concentrates, 
industrial consumer goods and other miscellaneous 
items such as meat and fur made up the balance. 


Perhaps more significant than this activity, how- 
ever, have been the techniques used in trading. Per- 
haps the leading example comes in pricing: Russian 
prices are often quoted at a set percentage below 
competition. Unlike the more usual trade offer of 
“we will meet competitive prices,” the Russian offer 
has been “we will sell at 10% below anything your 
Western supplier gives you”. Dumping, barter deals 
and long-term, low-cost credit have also been used to 
lure Western customers into the Russian fold. 


One explanation advanced for the use of such 
unorthodox techniques has been that the Russians 
either don’t know or don’t care what the product 
costs. In the opinion of one Canadian government 
official, the costing of Russian products must be 
“almost an impossible job” because many production 
costs are unknown and many non-production costs 
and community benefits are supported by industry. 
The obvious answer to continued below-cost selling, 
if indeed that is what the Russian moves represent, is 
that it cannot continue in any one industry without 
government subsidization. That is, funds must come 
from somewhere to cover the cost that is not covered 
by revenue from sales. Certainly, this practise is far 
from unknown in the West: government subsidiza- 
tion has for some time been a fact of life in Canada 
and the United States, particularly in the agricultural 
industries. It has resulted in the build-up of sur- 
pluses, the disposal of which in world markets has 
many of the same effects and creates many of the 
same problems as so-called below-cost selling by the 
Russians. Such sales, whether Russian or Canadian, 
are subsidized by the citizens of the selling country. 
If Russia, because of the extent of government dir- 
ection and control, can obtain greater sacrifices from 
her people, then she will have a decided advantage 
in the “economic war” in which we are engaged. 
Such activity may, of course, result in some short- 


8East Germany, China, Czechoslovakia, Poland and Hungary. 
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run benefits for some groups of Western consumers, 
although over the longer term it is to no one’s bene- 
fit if Russia thereby succeeds in putting key Canadian 
and Western industries out of commission for poli- 
tical ends. 


IMPACT ON CANADIAN BUSINESS 


The impact of Russian trading activity in Canada 
has been felt most to date in the non-ferrous metals 
industry. The industries most directly affected have 
been: 

1. Aluminum 
2. Zinc 
3. Asbestos 


4. Platinum 


One of the most widely-publicized incidents in 
the economic offensive came in the aluminum indus- 
try, where the Aluminum Company of Canada is a 
key world trading figure. A representative of Alcan’s 
parent, Aluminium Limited, described the situation 
in this industry as follows: 


Unconfirmed reports indicate that Rus- 
sian aluminum production is expected to 
reach 1 million tons by 1960-61. Her alumi- 
num first appeared on world markets in 
1955 at premium prices and in 1957, when 
world supplies were more abundant, she be- 
gan selling to the U.K. and western Europe 
at prices below the prevailing world level 
and—in the U.K. at least — guaranteed a 
sales price below that of Canadian metal. In 
order to maintain its traditional market in 
Britain and to rationalize the unequal com- 

ition from a state organization which 
could afford to disregard production costs, 
the Aluminum Company of Canada applied 
to the U.K. government for imposition of 
an anti-dumping duty. This was not im- 
posed because, in October 1958, the U.S.S.R. 
voluntarily agreed to limit its exports to the 
U.K. Since then supplies of Russian ingot 
have been scarcer and the prices have 
firmed. While it is possible that it might 
again suit Russia's purposes to re-enter 
Western markets as a cut-rate seller, it is 
equally evident that there is a vast unful- 
filled civilian consumer demand for alumi- 
num in Russia which in the long run may 
prevail against the continued export of the 
metal. 


Mr. Howard W. Allen, Vice-President and Di- 
rector of Public Relations of the Johns-Manville Cor- 
poration, says the following about his company’s 
experience in the asbestos industry: 
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Our Canadian sales of asbestos fibre have 
been affected, particularly in Europe and 
South America. To meet this situation we 
have stepped up our sales program with 
emphasis on the high quality of Canadian 
asbestos fibre, the assurance of an adequate 
and regular supply and the speedy adjust- 
ments of any complaints on the part of our 
customers. 


A specific example of Russian price-cutting oc- 
curred in the platinum industry, where the price of 
platinum on the London exchange was forced from 
$103 an ounce in January, 1957 to $52 an ounce in 
December, 1958. Other similar incidents have oc- 
curred in the petroleum, edible oil and meal indus- 
tries. 


FUTURE IMPACT 


Not all Canadian exporters have been affected 
as yet, but a number expect to feel the effects some 
time in the future. Witness the comment of a senior 
executive of a large Canadian pulp and paper com- 
pany: 

Our company has not been directly 
affected because of the small amount of 
Russian export (114% of total world ex- 
port of newsprint) which is directed mainly 
to far Eastern countries. Because of their 
dollar shortages, they purchase only a limi- 
ted amount from Canada. However, lower 
prices and more liberal terms for pulp have 
recently been offered by the U.S.S.R. in 
European markets. Their pulp and paper 
industry is not highly developed but their 
forest resources are very large. If the 
U.S.S.R. chooses to develop a large pulp 
and paper industry to use as an economic 
weapon, there is no doubt that they could 
do so. This would become a very serious 
problem to the Canadian pulp and paper 
industry and thus for the Canadian eco- 
nomy. 


Another paper company executive reports that 
Russian sales of unbleached sulphite landed in New 
York are expected to reach 200,000 tons in 1958 
compared with 2,000 tons in 1957. The recent Rus- 
sian price quotations on this material vary from 
$111 to $116 per ton delivered at the consuming 
mill. The equivalent Canadian price was reported 
as $135 per ton. 


The evidence to date on the overall impact of 
Russian trade moves has been fragmentary at best. 
In order to bring the matter into perspective, the 
University of Western Ontario's School of Business 
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Administration undertook a survey of 300 Canadian 
exporters in February and March of 1959. 


The excellent response in some way, measures the 
interest in and dangers of the situation. Over eighty 
questionnaires were returned, representing 31 secon- 
dary industrial manufacturers, 24 primary industrial 
manufacturers, 19 consumer product manufacturers 
and six service companies. The most frequently 
mentioned foreign markets were Central and South 
America, British West Indies, U.S.A., U.K., Europe, 
Africa, Far East, and Australia-New Zealand. The 
replies to specific questions asked about the impact 
of Russian trade activity are shown in the following 
table: 


a 


this group were secondary manufacturers. Those 
predicting future Russian competition were manu- 
facturers of electrical apparatus, machinery, tools, 
plumbing fixtures, aircraft, chemicals, farm machin- 
ery, petroleum, rubber, uranium, steel, lumber, news- 
print, canned salmon, logging equipment, auto acces- 
sories and coal oil stoves. The replies indicate that 
as the Russian economy develops, a wider variety 
of competitive products will be produced. Whether 
or not they will be used to expand international 
economic warfare will depend upon the ability of 
the government to sacrifice domestic needs for 
political gain. Perhaps all that can be safely said at 
this time is that the potential to do so will be there. 


TABLE 3 Yes No Uncertain 
1. Is Russia an important producer of products competitive with yours?.. 17 38 7 
2. Is Russia now an important competitive force? .................ccecse eters 9 51 1 
3. Do you expect Russia to become an important competitive factor? 
Wee 2 We 165. MAI GTI.8. 2 20 15 6 
Gf Re 15 12 
4. Would you classify the Russian activity as dumping? .............0............ 3 10 
5. Should the Canadian government encourage trading with Russia on 
dat MEL RI teenies brent Sn SAL COT Ctr YO a Terrie ren 33 11 1 


About 25% of the respondents who were asked: 
“Is Russia an important producer of products com- 
petitive with yours?” replied that she was. The 
replies that definitely responded “yes” were mainly 
in the primary resource industries such as steel, lum- 
ber and newsprint, platinum, asbestos and uranium. 
Only one food products producer and one fish 
packer answered “yes”, and replies from rubber and 
chemical producers indicated that they did not at 
present consider Russia an important competitive 
producer. One chemical company executive explains 
that his reply was negative because the Russian 
chemical industry was in a very elementary stage 
of development, but that “extreme efforts” were 
being made to improve this situation. 


Is Russia now an important competitive force? 
Fifteen per cent answered “yes”, all of whom had 
answered “yes” to the previous question. As a pic- 
ture of Russian trade activity, however, this is some- 
what distorted because many of the “no” answers 
came from producers who did not export or exported 
only a small quantity to a market in which Russia 
was not selling. 


Perhaps the most interesting fact that emerged 
was that 50% of the companies responding indi- 
cated that Russia would become an important com- 
petitive factor within five years and 56% within 
10 years. It is significant that a large number of 


WHAT IS BEHIND THE RUSSIAN MOVES? 


Is Russian trade activity motivated primarily by 
politics or economics? As one author puts it, “must 
we now conjure with the operations of a monolithic 
trading body, insensitive to its national structure 
of comparative costs, catering to a national demand 
which can absorb more of virtually any product, 
offering to buy and sell whenever a political advan- 
tage is to be cheaply gained.”® A wide divergence 
of opinion exists. 


One observer, M. J. Kallen, feels that political 
considerations dominate Russian trade: 


Analysis of communist maneuvers in the 
economic war with the free world clearly 
establishes that the profit motive has been 
subordinated to political and strategic con- 
siderations, overlaid with pressure tactics 
applied with no attempt at subtlety." 


President Eisenhower, in his message to Con- 
gress on February 19, 1958, speaking about Soviet 
aid, said: 


If the purpose of Soviet aid to any 
country were simply to help it overcome 


9Vernon, R., Trade Policy in Crisis, Princeton University. 


10“Plan and Scope of Russia’s Economic Warfare”, M. J. Kallen, 
The Magazine of Wall Street, July 19, 1958. 
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economic difficulties without infringing its 
freedom, such aid could be welcomed as 
forwarding the free world purpose of eco- 
nomic growth. But there is nothing in the 
history of international communism to in- 
dicate that this can be the case. Until such 
evidence is forthcoming, we and other free 
nations must assume that Soviet bloc aid 
is a new, subtle, and long-range instrument 
directed toward the same old purpose of 
drawing its recipient away: from the com- 
munity of nations and ultimately into the 
communist orbit. 


A somewhat different view has been put for- 
ward by Mr. Alex Nove of the London School of 
Economics. Mr. Nove stresses the limitations under 
which the Russians carry on economic warfare, and 
suggests that much of the trading activity to date 
has been motivated more by necessity than politics. 
This necessity arises from the surpluses that must 
be disposed of and the pressure to export to pay 
for the import of products which she does not have 
or does not want to produce. “Undoubtedly,” he 
says, “some Soviet behaviour in this field is political, 
but we make it quite impossible for ourselves to 
identify such behaviour if we assume ex hypothesi 
that all of it is so motivated.”™ 


From the evidence presented, it appears that 
Russia will use her trade for political advantage 
when it is possible to do so. The obvious question 
arises: what nation does not and would not? De- 
liberate een and market disruption, parti- 
cularly if it is done inconsistently, cannot really be 
considered politically advantageous, as such prac- 
tises jeopardize the reputation of the supplying na- 
tion. A more dangerous challenge to the West than 
these sporadic interruptions of a few markets is the 
possibility that Russia will be able to move into 
world markets on a long-term, well-planned, and 
competitive basis governed by sound trading prin- 
ciples. The customer, in this circumstance, would 
be forced to choose sides, and there is little doubt 
that, with our present free enterprise system and 
high standards of living, we could not provide the 
goods as cheaply as Russia. 


CONCLUSION 


Canada and Russia have similar resources in 
many fields, and both are presently producing pri- 
mary products in excess of their internal domestic 
needs. Russian products, however, will increasingly 
be used to service the demands of her own rapidly- 


11“Soviet Trade and Soviet Aid”, Llioyd’s Bank Review, January, 
1959, 
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expanding internal economy. This will not neces. 
sarily decrease the volume of her trade, as many 
products will have to be supplied from other nations 
and exchange must be procured to pay for them. 
In dollar volume, trading with Western and Sino- 
Soviet bloc countries will probably increase; sur- 
pluses in some product classifications will become 
available, and non-economic considerations may well 
dominate future trade moves. 


The effects of Russian trading activity have 
recently been felt by some Canadian companies, 
particularly in the non-ferrous metals group. Other 
producers of chemicals, airplanes, farm machinery, 
petroleum products, rubber, canned salmon, uranium, 
steel, electrical fixtures, lumber, newsprint, automo- 
tive accessories, coal oil stoves and logging equip- 
ment are not so far affected but likely to feel the 
impact within five or 10 years. 


Russian trading to date has probably been moti- 
vated more by economic necessity than by political 
ambition. Politically-directed trade is probably to 
be feared less than trade based on sound economic 
principles. Russia’s centralized trade structure un- 
doubtedly has advantages from a control and plan- 
ning standpoint, but also must suffer the conse- 
quences of bureaucracy and rigidity. Canadian busi- 
messmen, on the other hand, are at a_ serious 
disadvantage in this trade war because of a lack 
of central coordination and the inability to offer 
such consumer incentives as liberal credit terms. The 
existence of the Canadian trade commissioner ser- 
vice, private company associations, and other govern- 
ment services help to offset these disadvantages to 
some extent, but there is much more that can be 
done. 


The threat is there. Some industries have already 
felt its effects. What can be done about it? The 
action taken by government and private industry to 
date, and some additional suggestions as to what 
might be done in the future, will be discussed in 
a subsequent issue of the Quarterly. 
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SPLIT INSURANCE FUND? 


Since 1950, two Ottawa administrations have 
been playing fast and loose with the Unemployment 
Insurance Fund. 

But a little sense displayed now by our legislators 
could forestall financial leukemia in the fund’s future. 
There is a way out. 

What was begun as a true insurance program to 
provide short-term assistance for occasional un- 
employment among year-round workers has now 
become, in large part, a welfare program for loggers 
and fishermen who are able to find work only part 
of the year. 

Their contributions don’t come anywhere near 
equaling the benefits they receive. The difference is 
made up by contributions from regularly employed 
workers. 

The proposal now is to raise contribution rates 
30% and to make a start at adding another huge 


group of seasonal workers to the fund—those in agri- 
culture. This will simply mean that the industrial 
worker and employer will be making welfare pay- 
ments to farm workers as well as to loggers and 
fishermen. 





This is manifestly unfair. An entirely new ap- 
proach to unemployment insurance in Canada is 
needed. 


Perhaps we should have not one unemployment 
insurance scheme, but two. One could cover year- 
round workers and could pay its own way. The other 
could cover seasonally employed loggers, fishermen 
and farm workers and its resources could be beefed 
up by drawing on the general funds of the state. 


A precedent for this is to be found in the U.K. 
More than 20 years ago its unemployment insurance 
scheme—after being stretched to the limit by political 
pressures—was returned to insurance principles and a 
separate fund, which could be bolstered from general 
tax revenues, was established for farm workers. 


Canada’s seasonal unemployment is a national 
problem, not one which industrial employers and 
employees should be made to shoulder. Twin funds 
would separate welfare from insurance and put the 
burden for each where it belonged. 


—The Financial Post 

















New Dimensions in Creative Planning 


While agreeing that long-range planning deserves the at- 
tention it is increasingly receiving from managers generally, the 
author of this article highlights what he feels is a danger of 
misplaced emphasis. He contends that frequently managers are 
given to speculating about the future before they have acquired 
a much-needed sensitivity to the present. But better still, read 
this challenging article yourself and compare the author's point 
of view with your own. 


“Now we've got a big giant with no business 
to feed it.” 

Two years ago these words were exclaimed by 
a senior official of one of Canada’s well-known 
companies. He was talking of the plans for growth 
and the ideas for continuous expansion upon which 
he and his colleagues had been formulating their 
decisions. Then—suddenly—there was a new image 
of their corporation. Not a dynamic, profitable, 
growing business, but a bizarre, sprawling enterprise 
with thousands of employees and “no business”. He 
was exaggerating his point, perhaps, when he said 
there was no business. There were some orders. 
But clearly the managers of that company faced a 
new and startlingly different kind of problem which 
their company had not faced in about 30 years, and 
which many of its executives had not faced at all. 


No longer was the emphasis on developing 
business for five or 10 years into the future. A new 
direction had to be mapped. The emphasis had to 
be placed on creating business for today. There 
was a big shift, a shift from a plan for expansion 
to a plan for survival! 


Planning, whether it be minute-to-minute plan- 
ning, or the kind of planning that attempts to blue- 
print the needs of the business 20 years from now, 
is an “idea”, or rather, a particular combination of 
ideas. Planning is a point of view, not a technique. 
Planning is a product of the nervous system, not 
of the hands. But then anything we do is based on 
some sort of point of view. A frequent source of 
difficulty is that our point of view is so obvious we 
don’t know—have really never stopped to examine 
—what it is. We take our point of view for granted. 
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And things taken for granted often have a strange 
way of getting us into difficulty. 

Consider this quotation from the Canadian 
edition of Time, March 2, 1959: 


COMMUNICATIONS 

The newly created Board of Broadcast 
Governors last week served notice to pri- 
vate radio broadcasters that they must lift 
their standards of taste and public service. 
Out to seven stations . . . went summonses 
requiring owners to appear and explain 
why their expiring licenses should be re- 
newed. 


The board’s performance standard comes 
generally from its charter, the Broadcasting 
Act of 1958, which makes the BBG respon- 
sible for “the provision of a varied and 
comprehensive broadcasting service of a 
high standard that is basically Canadian in 
content and character.” Reducing this 
charter to specifics, the BBG thinks that at 
its worst, Canadian radio is a cheaply pro- 
duced alternation of rock ’n’ roll, commer- 
cials and news bulletins. It pointed out that 
among the seven named offenders, five 
give from 72% to 84% of their time to 
recordings. The board also believes that at 
its best, much of Canadian radio falls short 
of the ideals of a balanced fare... . 


_ BBG Chairman Andrew Stewart, 55, 
former president of the University of 
Alberta, will ask the summoned stations 
to explain their “philosophy of broadcast- 
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ing” and their “method of serving the 
listening public.” 


On March 18, members of the Board of Broad- 
cast Governors, according to newspaper reports, 
argued that privately-owned radio stations had a 
responsibility to offer programs which “could con- 
tribute to an elevation of public taste.” On the 
other hand, owners of two of the radio stations who 
were required to appear before the board contended 
that the public wanted popular music and the 
stations must continue to broadcast what their audi- 
ences desired to hear. An owner of one Toronto 
station agreed with the board that a station had a 
responsibility in improving “the general national 
culture.” Mr. Carlyle Allison, permanent member 
of the board, opposed the theory that the public 
must be given what it wants and nothing else. 


What is a broadcasting station? What is a 
“philosophy of broadcasting?” What constitutes a 
“service to the listening public?” How many adver- 
ticements in an hour exceed a reasonable limit? 
Should there be a limit? If so, how should it be 
determined? What is the responsibility of a broad- 
casting company to contribute to raising the “gen- 
eral national culture?” What constitutes broadcasting 
at its worst, and broadcasting at its best? The broad 
dimensions of these questions—questions that are 
basic to doing today’s business today—reveal the 
perplexing issues, the vastness of the kinds of alter- 
natives from among which a business must some- 
how make a choice, or a combination of choices. 
These kinds of broad problems face not only broad- 
casters but other businessmen, as well as those who 
are influential in such fields as education, immigra- 
tion, etc., in terms of reference appropriate for these 
activities. 

Consider the business of national defense. First 
of all, we are increasingly aware that there is no 
such thing as national defense, only inter-national 
defense. The need for formulating a point of view, 
for recognizing the dimensions of the problem, is 
the first requirement for a comprehensive plan. 
Nathan Brodsky, of the Office of the Assistant 
Secretary of Defense, Washington, D.C., puts the 
new dimension of planning from the point of view 
of national defense in these terms: 


. . . defense cannot be measured in terms 
of absolutes. 


In making decisions on defense, we 
must balance alternate choices. Because we 
strive for maximum national security with- 
in a given area of resources, the criteria 
are basic. We must determine, for instance, 
whether our goal is enough airlift to sup- 
port two or more limited wars simultane- 





ously. Is our goal maximum civil defense? 
Or is it maximum strategic air strike? Or 
do we want preparedness for small wars 
only? Or is it any combination of these 
goals? 


Where we do not deal in absolutes, 
we must establish criteria if we are to exer- 
cise the logic of choice." 


THE NEW DIMENSION 

Up to very recently when the businessman spoke 
of planning he had in mind the process of anticipa- 
ting events he could virtually count on taking place. 
If a new plant were to be constructed, the business- 
man was sure to “plan ahead” so the plant would 
be near to the sources of personnel, power, water, 
transportation, and so on. He knew these things 
had to be accounted for. He knew that if. a plant 
were built outside city limits and if the problems 
of transporting workers back and forth were over- 
looked, the company would be handicapped in 
attracting and keeping personnel. It is this sort of 
planning, whether it be with regard to developing 
new sales territories or laying out a new office, that 
is carried on in all but the most unsophisticated 
organizations. The anticipation of the known was 
what the manager had in mind when he spoke 
of his “plans”. The safest thing a businessman 
could do was to eliminate risks, in so far as it 
was possible to do so. To be sure, anticipation of 
the known is still an important area of managerial 
concern. But the new era demands a new perspec- 
tive, a shift in emphasis, a reorientation of point of 
view. Now the businessman is discovering that his 
business is safe only to the extent that it is taking 
risks. He is discovering that the function of manage- 
ment must now incorporate the process of generating 
risks in clearly-defined areas of activity. Among the 
first to make this observation, and to make its im- 
pact clear to businessmen, was Peter F. Drucker. 


Innovation, as we now use the term, 
is based on the systematic, organized “leap 
into the unknown”. Its aim is to give us 
new power for action through a new capa- 
city to see, a new vision. Its tools are 
scientific; but its process is of the imagina- 
tion, its method the organization of ignor- 
ance rather than that of known facts.’ 


The label planning now symbolizes a whole 
new dimension of managerial awareness and con- 
cern, and a whole new dimension of managerial in- 
fluence. This new dimension of planning requires 
a new kind of competence, a new kind of perspective 
l1Armed Forces Management, March, 1959. 


2Landmarks of Tomorrow, by Peter F. Drucker, p. 18, (Harper & 
Brothers, New York, 1959). 
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on the purpose of a business and on the function 
of management. As portrayed in a recent adver- 
tisement of the Boeing Company, the manager of 
1959 is: 
playing a chess-like game, in a section of space, 
with pieces of uncertain value, on a skewed 
board, against an unknown opponent. 


As there are new potentials, so are there new 
hazards. A new danger occurs when we begin to 
recognize the potentials of the future. That danger 
is the under-evaluation of the present. 


OVERCOMING THE DANGERS OF 
PLANNING FOR GROWTH 

It is no news to observe that long-range plan- 
ning is an idea foreign to many managers. Some 
managers expand their businesses through the spor- 
adic accumulation of new equipment, factories, and 
products, without having convictions as to the par- 
ticular purposes the business is trying to achieve, 
without having some clear ideas as to the direction 
and limits of company growth. Growth is more 
than a process of generating risks. Growth is the 


process of generating risks in clearly-defined areas 


of activity. More than one business has expanded 
into extinction because there were no clearly-defined 
areas of activity, no organized system of evaluation, 
no overall criteria, no distinction between growth 
and expansion. The distinction is subtle, and it is 
also crucial! 


Some managers become occupied with the plans 
of their business for the next five, 10, or 20 years 
without having first examined the point of view 
from which they are making such plans. There is 
a tendency to plan for the future without first 
examining the particular competences, the unique 
experiences, the present unexplored potentials, the 
ideas and doctrines “taken for granted” that are 
institutionalized into the enterprise and unknowingly 
at work today shaping the business tomorrow. 


It is convenient to have such words as past, 
present, and future. Unfortunately, when we speak 
of plans for the future we can be led to evaluate 
our = as if the present were unimportant and 
the future our primary target. We can speak of 
yesterday or of 10 years ago as if it were the dead 
past, long since forgotten even though the experi- 
ences, the teachings, the ideas of 20 or 40 years ago 
or of generations long since dead are the agents 
actively at work now creating our present perspec- 
tive on “the future”. These three words, past, 
present, and future symbolize useful and important 
ideas. But the manager should not overlook that 
he is working in one medium, the past-present-future. 
Unless his point of view is in balance, he runs the 
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risk of destroying the inner logic of his business 
and replacing it with chaos and confusion. 


THE COMPANY CREED 

In order to resolve the orientation of a business 
with regard to its past experiences, its present com- 
petence, and its future objectives, managers of a 
number of firms have formulated company creeds, 
Other titles in wide use for statements of this nature 
are: “Basic Objectives”, “Our Basic Policy”, “Guid- 
ing Principles”, “Our A‘m”, etc.’ 

It may be useful to distinguish two broad pur- 
poses of the kinds of statements we are calling 
company creeds: 


1. To formulate and state the present key 
assumptions and ideas basic to the operation 
of a particular enterprise, and which are the 
foundation of its relationships to customers, 
owners, workers, suppliers, the community, 
etc. 

2. To formulate and state certain broad objec- 
tives which, although not sufficiently achiev- 
ed at present (like teamwork, etc.), are to 
be achieved to an increasing degree in the 
future. 


Here is an example of a company creed in use 
today in one Canadian firm:* 


Primary Responsibilities 
of 
CANADIAN MARCONI COMPANY 


1 
TO THE SHAREHOLDERS, 
for successful results 
2 
TO OUR CUSTOMERS 
for price, quality and service 
3 
TO OUR EMPLOYEES 
for fair dealing and continuing opportunity 


TO OUR INDUSTRY AS A WHOLE 
for constructive and ethical action 


5 
TO CANADA 
for economic and social advancement 


3Under the title of “Developing A Management Philosophy’ in the 
Fall, 1953 issue of The Business Quarterly, this writer explored 
areas of usefulness of company creeds. Since then at the request of 
the American Management Association he has prepared a more 
complete study on the development and use of company creeds. 
The 127-page AMA Research Study, Management Creeds and 
Philosophies, contains the most definitive information believed to 
presently available on this topic. 

4See Management Creeds and Philosophies, Research Study No. 32, 
American Management Association, for a description of the develop- 
ment of this company creed, as well as that of four other corpora- 
tions, and the relat 


experiences of over 50 other companies. 
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The statements developed by some companies 
are shorter than that of Canadian Marconi. Others 
are from 12 to 20 or more pages in length. That 
such a statement is brief, or that it is lengthy, is not 
significant outside the context of the particular com- 
pany in which it was developed. Furthermore, the 
usefulness of such a statement to a particular com- 
pany cannot be discovered from either its length 
or its wording. 


Two tables from the AMA Research Study are 
of relevance to this article. 


Table 1 
PURPOSE OF THE COMPANY CREED 


(Responses of 51 companies to the question: 
“What purpose was the creed intended to serve? 
Why was it prepared?” Some companies cited more 
than one reason for writing a company creed, thus 
accounting for the total of 73 responses.) 


Per 


Response Number Cent 


Formalization and clarification of basic 
philosophy and objectives of the 
i RRR RRIR Ret. setae rte 26 36% 


Oriented to employee relations.............. 12 16 


Creed was intended to be a guide to 
basic operating procedure (empha- 
sis on immediate operational pro- 
cedure rather than long-term goals 
and principles) -).................00........... 11 15 


Oriented to stockholders (often em- 
phasizing profit «.s source of stock- 


Bolder benefits) «.........................:.. 6 8 
Oriented to customer relations.............. 4 
Oriented to public relations............:....... 3 
II o.oo .Sac.2eo.coeibaieecss fen: 8 11 
ETERS CT SATE Te en 3 4 

WN =. Asi tgs Sabi eae: 73 99% 


Company creeds serve different kinds of pur- 
poses. In some companies the main purpose has 
been to produce a fine document which had created 
some enthusiasm at one time but which has little 
relevance to what actually are the ideas and objec- 
tives of the managers. In other companies the de- 
velopment of a company creed, that is the process 
of thinking through, discussing, and making state- 
ments about those vital influences that are shaping 
the destiny of the enterprise, has provided an im- 





portant medium for organizing and clarifying the 
otherwise random and perhaps unconscious purposes 
and ideas that are at work, creating the future. In 
these companies the process of formulating and 
clarifying the ideas symbolized by the creed was of 
far greater importance and usefulness than any docu- 
ment which resulted. 


Table 2 
EFFECTIVENESS OF COMPANY CREEDS 


(Responses of 51 companies to a question on 
the effectiveness of creeds. Some companies made 
more than one response, thus accounting for the 
total of 95.) 


Per 
Response Number Cent 
Made more effective development of 
managerial policy possible ............ 35 37% 
Improved employee relations ................ 25 26 
Improved community and/or public 
SIE Src><shecosorsa™\sate=-uadsteakeree> 18 19 
Helped in other ways ...............000:000. 9 9 
Benefit hard to measure or define........ 4 4 
Creed is of no assistance or “don't 
nist -s,.0.nern ae mee 2 2 
Rip GOON iiss ck Saccieabins 2 2 
WO. ab iscih nli co ested: 95 99% 


A CASE IN POINT 


THE OBJECTIVE OF ANSUL CHEMICAL 
COMPANY 


The objective of our company and of 
everyone of us here at Ansul is to manu- 
facture and sell products useful to our 
society and to receive an adequate return 
for them. 


We do this while working together in 
an atmosphere of friendship and apprecia- 
tion of each man’s importance. 


This statement of Ansul Chemical Company 
was written in 1948. Its purpose, according to E. D. 
Schlutter, Staff Assistant to the President, was to 
emphasize the human values of the business, which, 
in Mr. Schlutter’s words, “is something that Ansul 
has worked at diligently for the past 11 years to 
develop to even a higher degree in our present so- 
called ‘participative management philosophy’.” This 
statement hangs in the reception lobby of Ansul’s 
offices. 
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The wording of this statement was the work of 
Robert C. Hood, president, when he was secretary 
of the company. According to Mr. Schlutter, Mr. 
Hood felt that the company had been operated over 
the years on a philosophy or a basis that should be 
reduced to writing, if at all possible, for the guidance 
of the future managers of the company. Commented 
Mr. Schlutter: “As you can tell from the creed it- 
self, we worked in a certain way with our people 
and for certain objectives. It was this background 
that Mr. Hood tried to get into writing for the 
guidance of future managers. The creed was never 
‘promoted’ to the total work group of our company 
and really never has been. It was felt that this doc- 
trine or creed was primarily for the guidance of 
management, but we have had occasions when the 
laboring man would refer to the creed and say that 
a certain decision or judgment did not seem to be 
in keeping with the creed of our company. There 
have also been occasions when the creed was referred 
to by the working man as having been carried out 
in a certain action taken by management.” 

Mr. Schlutter advises that “we have still not 
promoted or published the creed among our em- 
ployees although it has been used as the basis for 
several interesting actions. The first occasion was 
shortly after Mr. Hood took office. He had a meet- 
ing with the major managers in the company in 
which they were to pursue the functions, respon- 
sibilities and so forth of their jobs. They started 
with the creed, or the corporate objective as we call 
it, and asked themselves the question, ‘Are we really 
doing this and is this what we intend to be doing?’ 
Later we used the creed as a basis or starting point 
for creating total corporate objectives.” 

It is not possible for a person outside the con- 
text of the company concerned to tell from its 
printed creed how or in what way a particular com- 
pany is managed. There is little doubt that many 
company creeds do not represent, and in some cases 
are not intended to represent, what are actually the 
objectives and rewards the managers seek. Even so, 
this does not lessen the benefits derived by some 
managers who have placed importance upon the 
periodic evaluation of general company objectives 
and the principles to be followed in achieving them. 

There are dangers in making statements about 
the “dignity of the individual human being” of the 
kind found in some company creeds. Chris Argyris, 
Department of Industrial Administration, Yale Uni- 
versity, expresses his opinions as a social scientist on 
company creeds in this way: 


In my experience company creeds tend 
to cause discontent because, although sin- 
cere, they are hardly ever in tune with 
realities as the employee experiences it. It 





is nice to read that one is to be treated with 
“dignity”, that individuals are “important,” 
etc. It is disconcerting, however, to com- 
pare it with the realities of life as caused 
by the fundamentally authoritarian nature 
of organization structure and managerial 
control. 


Directive leadership, if it exists in the 
plant (and it does in most), only serves to 
compound the felony. 


On top of this, if the creeds remain 
even though they do not mirror reality, they 
only act to serve notice to the employee 
who #s really in power. After all, only the 
power people have the “right” to be con- 
tradictory and to continue this contradic- 
tion by blaming the difficulties on others. 


In his article, “Search for a Managerial Philo- 
sophy” in the September-October, 1957, issue of the 
Harvard Business Review, O. A. Ohmann, Director 
of Organization Planning and Management Develop- 
ment for The Standard Oil Company of Ohio, pro- 
phesied an increase in the number of companies who 
will give attention to formulating company creeds. 
A paragraph from Mr. Ohmann’s article is quoted 
below: 

It is worth noting that the top manage- 
ments of more and more companies are 
systematically reviewing the history and 
development of the company, diagnosing 
its real strengths and weaknesses, determin- 
ing the economic and social functions which 
it can serve most profitably over the long 
pull, establishing general purposes and ob- 
jectives in line with this diagnosis, imple- 
menting these with specific policies govern- 
ing its various activities, and surrounding 
all this with a statement of the creed or 
philosophy by which the management will 
be guided in this enterprise. The next ten 
years will witness a tremendous increase in 
this type of activity. 


But managers have different inclinations, dif- 
ferent ways of dealing with similar problems. John 
E. Kusik, vice president of the Chesapeake and Ohio 
Railway Company, expresses his point of view on 
Mr. Ohmann’s prediction in this way: 


The reading of (Mr. Ohmann’s article) 
convinces me more than ever that efforts 
to give written expression to a company 
creed or philosophy are little more than 
second rate efforts to improve on such basic 
sources as the Ten Commandments, The 
Lord’s Prayer, Bill of Rights, Declaration of 
Independence, Magna Carta, etc. 
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COMPANY CREED: AID TO CREATIVE PLANNING 


Every business has its own system of evalua- 
tion. By means of this system of evaluation the 
managers of a particular company determine that 
certain things are important, other things need em- 
phasis, certain things are unimportant, etc. This 
system of evaluation establishes the over-all criteria 
by means of which the operation of the business is 
evaluated, changes made, risks taken, and so on. By 
means of its system of evaluation the limits and 
direction of company growth are established. The 
structuring of this system of evaluation, the formu- 
lation of the governing laws of the enterprise, is a 
unique function of top management. This function 
cannot be avoided, neither can it be delegated. The 
question is this: Will the system of evaluation of a 
particular business be formulated thoughtfully and 
deliberately, periodically re-evaluated and re-struc- 
tured; or will it be formulated without clear convic- 
tions, without consistency and balance, without know- 
ing what it really is? 


At one time the businessman “gathered all the 
facts” and made his plans. But now the function 
of management requires different skills and a dif- 
ferent point of view. Now the businessman deals 
with uncertainty. He has few absolutes to guide him. 
But this increasing emphasis on the unknown, the 
increasing scope of our ignorance, highlights more 
and more the need for a thoughtfully-formulated 
body of convictions, a system of evaluation, to aid 
the manager in determining those things—for the 
most part, those new kinds of things—that must be 
undertaken within his business in order for it to 
survive. 


We are in an age of relativism. Through dis- 
cussion programs, exchanges of opinions on various 
topics, etc., we are aware that our own points of 
view are not shared by others. Our points of view 
are “relative” to our particular culture, education, 
and so on. In some places and for some individuals 
this age of relativism has crippled initiative and has 
created persons who are indecisive and inconclusive 
on even the most urgent matters. 


There is a time for gathering information and 
opinions, but there is also a time for making de- 
cisions and shaping convictions! Perhaps now more 
than ever before the businessman must be convinced, 
must have a body of organized ideas that give mean- 
ing and purpose to his decisions today and create the 
possibility of survival tomorrow. 


CONCLUSION 


This article has proposed that creative planning 
consists of re-emphasizing the present and drawing 





dimensions on the future. It has been proposed that 
each business needs to have an organized system of 
evaluation by means of which it can sift out of the 
increasing range and complexity of alternatives those 
which are of particular relevance to the particular 
business at a particular time. 


Some of the dangers and limitations of com- 
pany creeds have been pointed out. To be sure, 
many such statements consist of grand phrases about 
nothing. As Mr. Kusik has pointed out, some com- 
pany creeds are reproductions of ideas which have 
long since been reproduced by others. But never- 
theless, this author proposes that there is an inherent 
potential for constructive contribution that can be 
generated by those who share in the examination 
of the basic purposes and the system of evaluation 
of their business. How can this inherent potential 
be brought out? 


1. At the top-management level, recognize the 
importance of clarifying among the key de- 
cision-makers the convictions that should be 
common among these persons as they make 
their own unique contributions to the enter- 
prise. 


2. Identify and describe the real objectives the 
company is attempting to achieve. Develop 
from these objectives targets for corporate 
and individual improvement. 


3. Relate the company to such influences as 
competitors, the government, labour unions, 
customers, shareholders and suppliers, and 
to the public at large. What are the dynamic 
forces among these and other influences that 
the company should identify and exploit? 


Of the many possible reasons why company 
creeds are not more common, perhaps these two 
broad and opposing differences in points of view 
typify the relative extremes in perspective on the 
subject: 


1. Some managers already know all there is to 
be known about their business, its present 
competence and its future possibilities. Ex- 
amination and re-appraisal of the ideas of 
the business, of the sequence, logic and rele- 
vance of its objectives, etc., is to these mana- 
gers a waste of time. 


2. Other managers regard the preparation of 
a company creed as a gross over-simplifica- 
tion of a critical and important process of 
management—the continuous re-appraisal of 
the nature of the business and its governing 
laws. 
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Of course, some managers who would classify 
themselves under the second of these two categories 
might more factually be classified under the first. 
For other managers, the process of developing a 
company creed has provided an effective medium 
for clarifying their ideas and organizing for action. 


Businesses are organized around ideas, not 
around people. Perhaps it is not so much the or- 
ganization of le that causes some companies 
great difficulty as it is the kinds of ideas around 
which the people are organized. For example, there 


The management of subsidiaries in Canada of 
United States’ corporations has been the subject of 
considerable discussion in recent times. While fully 
appreciating the economic advantages that have 
accrued from the large volume of United States in- 
vestment in Canada’s growth, some Canadians have 
been critical, upon wider and deeper national grounds, 
of the composition of the management and ownership 
of these United States subsidiaries. We are indebted 
to a letter received from the Empire Trust Co. of 
New York for some new information on this subject 
which is noteworthy. 


The results of a recent sample survey made by 
them indicate that three-quarters of all the United 
States companies covered own 100% of the stock of 
their Canadian subsidiary. However, of the large 
companies whose subsidiaries in 1957 had annual sales 
of over $50 million only 58% were wholly-owned. 


As regards Management, by 1958 50% of the 
subsidiaries had Canadian Presidents and 61% of the 
senior executive—that is President, General Manager, 
Secretary and Treasurer—were Canadians. The data 








WHO MANAGES CANADIAN SUBSIDIARIES? 


should be nothing to fear from the Atomic Age. The 
fear that confronts us is caused not so much by 
modern Atomic Age devices as it is caused by the 
grotesque combination of Atomic Age devices and 
Stone Age ideas. 


And businesses are organized around ideas. The 
new dimensions in creative planning for each busi- 
ness can be discovered if its managers get together 
to organize their ideas, to test the relevance of these 
ideas, and to provide for their continuous redesign. 





showed that the longer-established companies had the 
highest percentage of Canadian executives. For in- 
stance, 75% of all companies formed between 1900 
and 1919 employed Canadians as General Managers, 
as against 50% for companies formed in the last 
twenty years. It is of special interest that all the 
larger subsidiaries employed Canadians as Treasurers 
in 1958. 


The conclusions derived from the Survey thus 
suggest that, while the process may seem too slow for 
some Canadians, the ‘“Canadianization” of U.S. sub- 
sidiary operations is proceeding. It moves in a series 
of steps rather than all at once, beginning with the 
replacement of Americans in senior management, 
with a Canadian ultimately becoming President. Later 
outside or independent Canadians are appointed to 
the board of directors. Still later the Canadian public 
is able to acquire a portion of the subsidiary’s com- 
mon stock. 


—Mercantile Bank of Canada 
Spotlight on Canada. 
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Industrial Pension Plans — 1959 





Provision of some form of pension plan has become an 
accepted part of the operation of most large Canadian businesses. 
The following paper describes some of the different ways in 
which pension plans are handled, and discusses the issues that 
arise in connection with pension planning. 


R. E. SPROULE AND J. J. WETTLAUFER 


One of the significant developments in business 
in the last few decades has been the assumption 
by corporations of responsibility for administering, 
and in most cases contributing directly towards, such 
employee benefits as pension plans, group life in- 
surance, sickness and hospitalization insurance and 
the like. 


Such “fringe benefits” are now commonly- 
accepted conditions of employment with all but our 
smaller Canadian corporations. Yet it is well within 
the memory span of many readers to recall days 
when proposals for such plans were considered quite 
radical, and many bitter battles were fought over 
their eventual acceptance and adoption. 


This paper is concerned with pension plans as 
they apply to Canadian industry in 1959. 


Generally speaking, pension plans can be classi- 
fied by examination of the following characteristics: 
1. Administration 
2. Structure 
3. Eligibility 
4. Contribution of employee 
5. Contribution of employer 
6. Vesting provisions 
7. Termination provisions 
8. Normal retirement age. 
The balance of this paper will be organized 


under the above headings, relating the discussion 
to the data presented in Exhibit I. 


A knowledge of the general characteristics of 
pension plans in Canada and familiarity with trends 


in specific industry groups, such as retail, insurance 
and financial, can be most useful to businessmen and 
employees alike. 


Five years ago, the Economics and Research 
Branch of the Department of Labour made a signifi- 
cant contribution to knowledge in this field with the 
publication of Industrial Pension Plans in Canada’, 
based on a survey of 214 pension plans then in force 
in Canadian businesses employing more than 500 
workers. 


In the fall of 1958, the undergraduate and gradu- 
ate classes in Personnel Administration at the School 
of Business Administration, University of Western 
Ontario, under the supervision of the authors, under- 
took a survey of pension plans in force in 42 organi- 
zations in the London, Ontario area.” 


The following sections of the article will de- 
scribe the findings of the London study and that of 
the Department of Labour (1954), drawing infer- 
ences from a comparison of the two that will serve 
as a basis for general discussion of pension plans in 
Canada. 


llndustrial Pension Plans in Canada, Economics and Research Branch, 
. of Labour, Queen’s Printer, 1956. 


2The sample of organizations to be contacted was grouped under 

six general headings, as outlined in Exhibit 1. This exhibit is a 
summation of the information contained in the individual reports, 
and will be used as the basis of our analysis. The Department of 
Labour survey referred to above examined 214 pension plans, 
representing firms across Canada having more than 500 employees. 
Our sample was roughly comparable from that standpoint, in 
that only four of the 42 firms canvassed employed less than 500 
people. Eighteen of these firms either had their head office in 
London or were the centre of Canadian operations for parent 
firms. Only five were purely local in nature. The majority were 
branches of Canadian firms with head offices in other cities. 
Consequently the survey should be of interest to observers out- 
side the London area, in that it represents many of the largest 
firms operating across Canada. Ten of the firms surveyed em- 
ployed more than 5,000 employees. 
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TYPES OF PENSION PLAN 


While there are almost as many variations in 
the structure of pension plans as there are com- 
panies offering them, there are basically only two 
types of pension plan, unit benefit and money pur- 
chase. 


Under a money purchase setup, the rate of con- 
tribution is fixed for both employee and employer, 
but the level of benefits may vary. This tentative 
level is anticipated, and the contribution formula is 
determined with the expectation that it will approxi- 
mate a certain result. 


The unit benefit plan calls for a fixed percen- 
tage of employee contribution, but the amount of 
the employer contribution, which will vary from 
year to year, is stated to be the balance of the cost 
of the plan. A fixed amount of pension is bought 
for each year of service with the employer. 


In our tabulation we found that 20 plans were 
of the unit benefit type; 13 were money purchase; 
seven were of a composite nature. No details as to 
type were available on two of the four non-contribu- 
tory plans. 


The Department of Labour survey shows a 
greater majority of unit benefit plans—158 out of 
214, with two composites, both the latter being com- 
bination unit benefit and money purchase. 


Two of our composite plans were of the same 
nature, four were non-contributory and contributory 
combinations, and one had a profit-sharing feature 
tied in. 

Thirty-two of the 42 plans were of the group 
annuity type, arranged through an insurance com- 
pany, the government annuities branch, trust 
company or corporate trusteeship, or varying combi- 
nations of these. 


The larger Canadian pension plans tend to be of 
the unit benefit type. In the Department of Labour 
survey, 158 of the 214 plans were of this type, and of 
the 28 plans involving more than 7,500 employees, 
only two were money purchase. 


ADMINISTRATION 


In 1953, there were only 260 trusteed (“‘self- 
insured”) pension funds? in Canada as compared 
with 2,297 group annuities‘ with life insurance com- 
panies, and 1,375 group annuities with the Federal 
Annuities Branch. However, these trusteed plans ac- 


3A retirement plan under which contributions to purchase pension 
benefits are paid to a trustee who invests the money, accumulates 
earnings and interest, and pays the benefits to eligible employees 
under the terms of the retirement plan and the trust agreement. 
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counted for about 52% of the total contribution, and 
covered about 50% of the employees under all types 
of plans. 


In general, trusteed plans are adopted only by 
larger firms who can best assume the greater risks 
involved in operating their own pension fund. The 
concept of risk can best be summarized in two points: 


(1) More employees might live and remain in 
employment to retirement age than had been 
anticipated in the actual studies. 


(2) Employees who retire might live longer on 
the average than had been anticipated in the 
actuarial studies. 


Balancing this, of course, is the fact that the 
larger the group covered by the pension plan, the 
greater the possibility that the actuarial assumptions 
will work out as projected. 


Yet not all large plans are “self-insured”. Sev- 
eral of the larger firms in the Retail group, the Trans- 
portation, Utilities and Institutions, and one large 
firm in each of the Food and Beverages, and Insur- 
ance and Financial groups have plans administered 
by the underwriter. 


Essentially, whether the plan is to be insured or 
self-insured, the administrative board would have to 
adopt a precise set of rules governing the eligibility 
for benefits and conditions for payment. The differ- 
ences in method of operation would occur after the 
detailed pension plan has been adopted, setting forth 
the benefits. 


The difference in ultimate net cost of an insured 
as opposed to a self-insured plan resolves itself into 
three areas: 


1) The difference in investment yield; 
2) The difference in actual expense margin; 


3). The difference in contingency reserves as be- 
tween what the insurance company may 
establish and what the self-insured funds 
actually find desirable or necessary. 


The essential consideration in weighing the 
equitability of the two methods is to ascertain whe- 
ther the guarantees of the insured plans are worth 
the price, and whether the group is of such size and 


4A type of retirement plan underwritten by an insurance company, 

usually under a single contract issued to the employer. Employee 
and/or employer contributions are turned over to the insurance 
company as specific premiums in return for guaranteed benefits. 
The insurance company normally deals exclusively with the em- 
ployer, except that it pays the annuities directly to the employees 
and their representatives. (From “Glossary of Pension Terms”, 
courtesy of London Life Insurance Company.) 
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character that safeguards are required to compensate 
for the risk involved in the possibility that actuarial 
assumptions may not work out as projected. 


The Department of Labour survey did not exam- 
ine the extent of insured vs. self-insured pension 
coverage. American experience’ shows, however, that 
by the end of 1954 approximately 13,000,000 persons 
were covered by pension plans. Four million of these 
came under insured plans, while the remaining 
9,000,000 were covered by self-insured pension plans, 
nearly all of the latter being large group coverage. 


STRUCTURE 


The great majority of plans in our survey were 
both contributory and compulsory. A detailed examina- 
tion of the “structure” section of Exhibit 1 by group 
reveals a great deal of variance with regard to these 
features, especially in the Oil, Rubber, Paper and 
Chemical and the Machinery, Equipment, and Gen- 
eral Manufacturing groups. 


Only four of the 42 plans were’ wholly non- 
contributory. Three others provided for contributory 
supplements to basic non-contributory plans. This 
total is lower percentagewise than the Department of 
Labour survey, where 38 of the 214 plans were of a 
wholly non-contributory nature. 


Much controversy has been engendered regard- 
ing the structure of the “ideal” pension plan. Many 
experts assert that any equitable plan must be both 
compulsory and contributory. Canadian income tax 
regulations’ favour a contributory plan in that both 
the employer's and employee's yearly contributions 
are deductible from taxable income, whereas Amer- 
ican laws do not permit the latter. 


With regard to compulsion, there are those 
who bemoan constant encroachments upon individual 
rights. The plain fact of the matter is that a large 
majority of the population tend to postpone the prob- 
lem of retirement. Even those who can afford to 
make provision for the eventuality never seem to 
worry about retiring until the distant event becomes 
a reality. The average man may be resentful of the 
compulsion today, but the odds would certainly 
favour his endorsement of a reasonable income pro- 
vision upon his retirement tomorrow. He will then 
not be too greatly affected by the serious problem 
that faces most senior citizens — simply too much 
leisure time with too little income to enjoy it. 


“Factors in Establishing Welfare and Pension Plans”, Segal, Tilove 
and Elkin, N.Y.U. Conference of Labor, 1956, p. 2. 


Income Tax Handbook, A. W. Gilmour, Richard De Boo Ltd., 
1958, p. 41. 





ELIGIBILITY 


A minimum service requirement is generally cal- 
culated to reduce the administrative cost of the 
pension plan by refusing admission to the newest and 
youngest employees—the high turnover group. The 
eligibility provision also has an important bearing 
upon pension costs. If a plan does not enable an 
employee to participate until after five years service 
or age 30 and retires him (or her) at 60 or 65, suf- 
ficient time has not elapsed to allow the incumbent 
to build up reasonable pension equity. 


In our survey the Retail group seemed to have 
the most stringent eligibility requirements. It is sig- 
nificant that this is the group with the largest per- 
centage of female employees. The average “work- 
span” of salesgirls and cashiers in this category may 
be less than five years, in which case there would 
seem to be good justification for present eligibility 
requirements. 


Few plans make provision for coverage under 
the age of 21, and several require that the participant 
be over 25 years old, particularly with regard to 
female employees. 


Some observers are concerned about the plight 
of the female under most pension plans. Granting 
that young women generally appear to have a shorter 
work life than men, the number of women, married 
and single, that are working permanently or are 
re-entering the labour market at a later date, as a 
widow or supplementary “bread-winner”’, is increas- 
ing yearly. Since women live, on the average, longer 
than men and thus draw their pension for a longer 
period of time, it requires more money to purchase a 
given pension for a woman than for a man of the 
same age. 


A money purchase contract does not entail any 
more cost to the employer for a woman as against a 
man, but the woman’s pension payments will be 
smaller than the man’s for equal contributions, be- 
cause she will be drawing from the plan for a longer 
period of time. The unit benefit plan, however, in- 
volves an employer in considerably greater cost for a 
female employee than for a male. Her position is 
further weakened by the fact that she is generally 
required to retire five years before the average male 
employee.’ 


Minimum age or service requirements are only 
one side of the issue. Capable older workers are 
often frustrated by the fact that so many firms stipu- 
late a maximum age limit for joining their pension 
plan. 


7Pension Plans and the Employment of Older Workers, A Report 
repared for the Interdepartmental Committee on Older Workers, 
Dept. of Labour, Queen’s Printer, 1957. p. 30-31. 
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The Department of Labour survey indicates that 
almost two-thirds of the plans either have no maxi- 
mum age of entry or set it at normal retirement age, 
which amounts to virtually the same thing. The great 
majority fixed the same maximum age for females as 
for males, although nine plans barred females over 
35 from entry. 


Our survey did not yield any conclusive results 
on this score. Although data were too inconclusive to 
effect a comparison of stipulations across the board, 
the following table has been compiled: 


Maximum Age Number of Plans Applicable To 


Upon Entry Males Females 
60 - 64 3 2 
55 - 59 3 3 
50 - 54 3 3 
45 - 49 5 4 
Under 45 1 2 
15 14 


In the majority of cases, the maximum entry age 
for females was five years less than that for males 
under the same plan. 


Low maximum age restrictions coupled with 
high minimum age and service stipulations certainly 
work to the detriment of the well-qualified older 
worker who may be seeking a change in position, 
either through necessity or choice. This could be at 
least partially circumvented if an employee, having 
fulfilled the minimum service requirements, were 
entitled to count his previous service retroactively. 


CONTRIBUTION OF EMPLOYEE 


In our survey we experienced some difficulty in 
ascertaining the provisions made on the employee’s 
behalf under non-contributory plans. 


The most common percentage, although by no 
means a numerical majority, was 5% of earnings. 


In the Department of Labour survey: 


30% of the plans called for an employee contri- 
tribution of 5%; 


25% of the plans called for an employee con- 
tribution of 4%; 


18% of the plans were financed entirely by the 
employer. 


Some plans provide for a 6% of earnings contri- 
bution, but the maximum dollar amount allowable 
under the Income Tax Act as deductible from taxable 
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income in any one year is $1,500. This has no effect 
on the lower earnings employees, but it does put an 
effective upper limit on higher income contributors, 


CONTRIBUTION OF EMPLOYER 


There are many variations from one company 
group to another with regard to employer contri- 
butions. In some cases the unit benefit plans stipu- 
late a percentage employer contribution figure as an 
approximation of cost, although it is understood that 
the actual figure varies up or down from that figure 
on a yearly basis. The Insurance and Financial Group 
seems to offer the most generous employer contri- 
butions. 


Employers were generally reluctant to state the 
dollar extent of their yearly contribution on the em- 
ployee’s behalf. The few estimates that were offered 
varied between $180 and $285 per employee per year. 


Some employers have been known to put a dollar 
value on the lessened turnover and improved morale 
and loyalty of their employees brought about through 
the existence of the pension plan. 


VESTING PROVISIONS 


As was the case in the Department of Labour 
survey, vesting as we defined it does not deal with 
the vesting of past service contributions, which apply 
retroactively to an employee's years of service prior to 
the plan’s introduction. There was a great deal of 
variation in the 175 plans which provided for vesting. 


Nevertheless a pattern did emerge from our sur- 
vey. In order for a pension plan to receive approval 
of the Income Tax Division of the Department of 
National Revenue, there must be full vesting of the 
employer's contributions by the time the employee 
has attained age 50, subject to his completion of 20 
years of service with the company or participation in 
the plan. 


Seven plans provide this minimum. No vesting 
provisions are made under five plans. Two plans 
stipulate full vesting upon retirement, but they are 
both non-contributory. In only one plan is there no 
vesting information available. All other plans pro- 
vide for full vesting upon 20 years of service. 


In most cases the vesting is graduated with a 
certain minimum percentage vested at 10 or 15 years 
service, increasing at 5% or 10% a year until full 
vesting is reached at 20 years. Some plans are more 
liberal, as can be seen from an analysis of the appro- 
priate section of Exhibit 1. In only two cases does 
the plan provide full immediate vesting. 
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If the Income Tax Division is satisfied that the 
pension plan has been effected through collective 
bargaining, it accepts this as proof that such plan is 
approved by the workers and by management, and 
may sanction the plan even though it lacks vesting 
provisions, if it otherwise meets desirable standards. 
Our survey gives no indication as to which plans were 
instituted through collective bargaining. 


Essentially, vesting provisions under most plans 
operate against a worker's mobility. He stands to 
lose a great deal in moving to another job if he has 
less than 10 years service with his former employer. 
In all fairness to employers, however, is it not in their 
interest to maintain a stable, experienced, skilled 
working force for the more efficient, and profitable 
operation of the business? 


Some observers object to this form of restrictive 
compulsion. They would have the employee build 
up pension credits, not only with his final employer 
but also with the companies he has worked for earlier 
in his career. They state that present vesting practices 
prevalent in Canada make it virtually impossible for 
a man to build up pension credits of reasonable mag- 
nitude under a series of employers. The older he 
gets, the more immobile he becomes. 


Professors J. C. Cameron and F. J. L. Young of 
Queen’s University state further, “there is apparently 
no mechanical difficulty involved in transferring the 
pension credits of an employee from his present em- 
ployer’s plan to that of a new employer, the opera- 
tion requiring two certifications—one from employer 
A as to the amount of dollars due with an actuarial 
certificate if vested, and one from employer B as to 
the amount of pension the transferred dollars will 
purchase at normal retirement under the terms of his 
plan” .® 


This system of transfers is used sparingly in 
Canada. Two strongly-voiced arguments are pitted 
against it. Firstly the sizable actuarial computation 
involved in integrating the types of plans under 
which a man might be eligible, and secondly the need 
for a “clearing-house” type of registry office to keep 
account of each man’s moves over his working career. 


TERMINATION PROVISIONS 


These tie in very closely with vesting provisions. 
Generally the termination stipulations listed in 
Exhibit 1 are in effect where the employee has left 
the firm before such time as the employer has vested 
any share of the latter’s contribution in his name. 


8Vesting of Employer Contributions Under Industrial Retirement 
lans, J. C. Cameron, F, J. L. Young, Queen’s University, Kingston, 
Ontario, 1956. 


In the Department of Labour survey, for the 173 
plans for which we have information only 13 stipu- 
late that the employee must take his own pte 
tions back in cash. Fifty-six dictate that he must take 
an annuity payable at 65, and 104 give him the 
choice of cash or annuity. 


With regard to the return of employer contribu- 
tions, where provided, 165 of 175 plans for which 
information is available require the worker to take a 
deferred annuity. Six of the remaining plans say he 
must take a cash refund and four either cash or 
annuity. 


Thus, it would probably be convenient for the 
terminatory employee to combine his own and any 
vested employer contributions together in an accumu- 
lating deferred annuity. However, too many workers 
are too short-sighted to do this. They feel that they 
can use a few hundred dollars now for that new car, 
repairs to the house, current bills and give no thought 
to the future. 


In checking across the board, it appears that too 
many firms in our survey allow the cash option to 
terminating employees. The whole purpose of pro- 
viding a pension is obviously defeated if the employee 
receives a lump sum payment on termination, Firstly, 
the total amount is taxable as current income. Sec- 
only, as stated above, the employee tends to discount 
the future value of this sum as a cumulative interest 
earner. 


NORMAL RETIREMENT AGE 


In the past, a high percentage of firms stipulated 
that an employee must retire at 65 years of age, or 
often at the age of 60 in the case of female workers. 


With the passage of time, prejudice against older 
workers has diminished. Employers have found that 
a certain percentage of workers are still very effec- 
tive and efficient upon reaching retirement age. 
There has been a tendency in recent years to allow 
the employee to request a year-by-year extension of 
his working life past normal retirement age. More 
common, perhaps, is the practice of employer review, 
whereby the employer retires the man unless he sees 
fit to keep him on. 


The Department of Labour survey shows that in 
almost all cases pension plans specify 65 as the 
normal retirement age for male employees. But, 
fewer than 25% of these plans denoted the same 
retirement age for females—the most common age 
mentioned was 60. Only 21 plans did not allow 
deferred retirement. 


Our survey findings do not agree with the 
Labour Department's in at least one respect. The vast 
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majority of plans specified 65 as the normal retiring 
age for males, but 19 of them also stipulated 65 as 
the normal retiring age for females. Only four did 
not provide for deferment. 


In the Machinery, Equipment and General Man- 
ufacturing group, all eight plans provided for normal 
retirement of female employees at 65. While this 
group does not contain as high a percentage of 
female employees as the Retail Group, there are still 
sizable numbers of female workers included under 
these plans. 


The later an employee retires, the longer the 
period over which contributions on his behalf 
accumulate and the shorter the period over which he 
receives benefits — both factors making for lower 
costs. A change of only one year in the average age 
at which employees can be expected to retire pro- 
duces a difference of 8% to 10% in the cost of a 
pension plan. 


If the pension is small, the employer may feel 
that he will incur some responsibility for keeping the 
worker on beyond the stage where his performance 
is satisfactory, or even for providing him with a sup- 
plementary pension. Either alternative involves him 
in appreciably higher costs. 


Compulsory or premature retirement may have 
the effect of throwing the worker into the labour 
market at an age when it is difficult for him to find 
a new job, even though his skill and experience 
would still have been extremely useful to his old 
employer. Thus on two counts, actuarial appreciation 
of pension, and retention of known skill and reli- 
ability, an employer would do well to appraise each 
employee's future potential carefully as he comes 
close to normal retirement age. It may be cheaper to 
keep him on. 


CONCLUSION 


There can be no doubt that the community is 
relieved of a tremendous responsibility when it 
knows that firms operating within it are making just 





and reasonable provisions for its senior citizens of 
tomorrow through sound pension planning. 


It is not incumbent upon us to set up our own 
criteria for the ideal pension plan. Each company and 
each industry has its own peculiar financial structure 
that dictates how far it can go in providing future 
security for its employees. Each plan must be tailored 
to individual needs, as liberal as the employer can 
reasonably afford. 


However, a few general comments might be in 
order. The insurance company, the trustees, the em- 
ployer or his actuary cannot fix the cost of a pension 
system in the same sense as a grocer determines the 
price of a loaf of bread. The best they can do is to 
estimate in advance what the cost is likely to be and 
set up a schedule for accumulating a fund to meet 
these costs as they arise. 


The presence or absence of a compulsory retire- 
ment provision, the definition of continuity of ser- 
vice, the basis on which credit is allowed for past 
service, the vesting and termination provisions — all 
enter into the ultimate cost of a pension plan, coupled 
with such questions as the classes of employees who 
are eligible, the age and service requirements for 
eligibility and the question as to whether or not mem- 
bership is to be compulsory. 


In order to circumvent certain of the difficulties 
possible above, we believe that a pension plan, whe- 
ther money purchase or unit benefit, should provide 
employees with the opportunity to make additional 
voluntary contributions in order to enlarge an other- 
wise small pension. Pension planners should also 
look into the feasibility of putting a portion of their 
funds into equities, as a hedge against the creeping 
inflation that plagues retired employees living on a 
fixed income. 


Pension costs should be considered in the aggre- 
gate and not in relation to any individual employee. 
The cost problem will prove relatively insignificant if 
each individual employer will consider pension costs 
on their merits, and in the light of overall employ- 
ment policy, without overly striving for economies at 
the expense of otherwise desirable policy. 





WHAT PRICE STAFF LOYALTY? 


..- You should not try to cut down on mobility. 
Loyalty? I am for aspiration and do not mind dis- 
satisfaction. I want managerial people to froth at 
the mouth at the way top management are running 
their firm. I want them to believe that they could 
do it better and be constructively dissatisfied. I am 
very old-fashioned. I believe that very few institu- 





tions in the world have the right to demand loyalty. 
But they can try hard to earn respect. 


—Peter Drucker 
The Manager 
Journal of the British Institute of Management 
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The New Role of 





Modern Marketing 


The role and function of marketing in business has changed 
tremendously in recent years. No longer is marketing synonymous 
with selling; modern marketing is consumer-oriented and em- 
braces many fields previously the domain of the production or 
financial departments. The author of the following paper on 
the role of modern marketing is widely-known both in Canada 
and the United States as a leading authority in the field. 


A seller’s market, brought about by a minor 
recession after a period of major prosperity, sud- 
denly makes everyone aware of the importance of 
marketing in business. The marketing program is 
brought under intense scrutiny to ensure that every 
facet of it is producing maximum results. 


This is good. First, it makes the marketing man 
increasingly critical of his plans and techniques and 
the people who execute them. Second, it makes other 
corporate executives aware of the importance of 
marketing in contributing to company profitability. 


The purpose of this paper is to point up some 
aspects of the new role of marketing for those people 
engaged in its practise, and to outline broadly the 
role of this modern marketing in relation to our 
overall business activities. 


First, looking at the subject from inside the 
marketing operation, it will be seen that the mar- 
keting side of most companies has changed its role 
substantially in the past few years. The players on 
the marketing team each have new roles, and the 
relative importance of some of them has changed. 


Second, looking at modern marketing from the 
outside, it will be established that the total role has 
changed. }ore important, marketing has increased 
in importance in reiaiion te other company operating 
departments. This imposes real economic and social 
responsibilities, as well as selfish company ones, on 
all engaged in marketing practices. Producers are 
finding better ways to make products that are more 


LAWRENCE DAMPIER 


attractive and more useful, and must find more 
effective ways to market them. 


It will not be necessary to deal with the “inside” 
and the “outside” looks separately. Each is so closely 
related that both points can be made simultaneously. 


MARKETING DEFINED 


It is essential first to define “marketing”. Mar- 
keting is really a simple business process, but occa- 
sionally people confuse the terminology. 


Marketing, selling, sales promotion, advertising, 
merchandising, and other similar words, often used 
indiscriminately and as alternatives for each other, 
contribute to confusion about what is meant by 
marketing. 


In order to get goods to market, two forces 
must be put to work. First, there is the physical 
energy required to move goods, by truck or train 
or pipeline or other means of transportation, from 
the manufacturer's warehouse to the ultimate place 
of consumption. We are not concerned, here, with 
this physical movement of goods. It is interesting 
to note in passing, however, that traffic and ware- 
housing departments, responsible for this physical 
movement, are tending to come under marketing 
instead of production control because of the new 
role of marketing. It is service to the customer, a 
marketing responsibility, which is vital—not subser- 
vience to a rate or motion study. 
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The second force at work is the sum total of 
all the non-physical energies generated to move 
goods out of warehouses into final consumption. It 
is the researcher designing and developing and en- 
hancing products people want; it is the salesmen 
obtaining distribution; it is the advertising persuad- 
ing prospects. It is the sum of these and other forces. 
You cannot see them, like a truck moving down 
the road. It is difficult to measure their individual 
and relative importance in the total effort. But all 
these forces working together make up marketing. 
It is the term applied to these forces at work to make 
the right coals and services available to the right 
people at the right time and to exert pressure on 
those people to buy. 


Production, finance, legal, administration and 
other departments of business are, by comparison 
with marketing, reasonably exact sciences. The 
science of marketing is anything but exact, though 
daily it is becoming more so. But then, by com- 
parison with the others, it is relatively new, too. 


The advent of marketing in our business affairs 
grew out of mass production operating in a free 
enterprise economy. Years ago, the main business 
emphasis was on the production of goods and the 
means of financing and administering that produc- 
tion. The great business leader was, usually, a finan- 
cial wizard or an inventive genius; someone pri- 
marily concerned with raising money or making a 
product. Demand for goods and services, in coun- 
tries with rising standards of living, especially the 
Americas, was insatiable. Larger plants were financed 
and built, assembly lines were made more efficient, 
keen competition developed, and, in a relatively short 
space of time, we were producing more goods than 
our consumers were demanding. Consumers became 
more and more selective, too, as a greater variety 
of products was offered to them. 


A new business element was required. People 
had to be persuaded to buy our products, and mar- 
keting became an essential function in business. In 
many alert companies this increasing emphasis on 
selling developed as it was needed. Businessmen 
realized early that it was not enough to deliver the 
goods; those goods had to be sold, too. 


There is no doubt, however, that for many 
companies, a full appreciation of the importance of 
marketing is relatively new. Some companies, too 
slow in recognizing the importance of marketing, 
are now out of business altogether or have been 
swallowed up by their more alert competitors. This 
fuller appreciation of the new marketing role is 
evidenced in three broad ways. 
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First: a larger and still growing share of the 
successful manufacturer's budget is now devoted to 
marketing operations. Market research staffs, field 
selling organizations, and advertising and sales pro- 
motion departments are expanding. They are spend- 
ing more and more of the company dollar in the 
battle for the consumer dollar. To illustrate: since 
1950, our Gross National Product in Canada is up 
50%, but marketing expenditures have increased 
more than 78%. 


Second: senior executives of many companies 
today are marketing people or marketing-oriented 
people. The technical and financial men have either 
taken second place to marketing executives or have 
given them increased or equal voice on the corporate 
policy and planning level. This trend is continuing. 


Third: media of mass communication, and ad- 
vertising agencies which represent them, have de- 
veloped and grown to serve as salesmen of goods 
and. services. For example: there was virtually no 
television in Canada in 1950. Today nearly 70% 
of the homes have TV sets. And yet the radio in- 
dustry and the Fourth Estate are flourishing. 

Marketing is continually increasing in impor- 
tance in all our business affairs. One of the most 
significant developments is the growth and domin- 
ance of the supermarket and similar types of retail 
outlets, because they removed a personal salesman 
from the chain between the manufacturer and his 
consumer. In food, drug and other retail outlets 
today, including department stores, the consumer is 
confronted by rows upon rows of shelves offering 
her a wide, confusing variety of products—and she 
must make the choice with no sales clerk to help 


- her. She must be sold before she enters the store. 


The media of mass communication are taking over 
from the retail clerk. The manufacturer must move 
closer to his ultimate customer and close this gap. 
This is a role of modern marketing. 


It would not be possible to comment on mar- 
keting for all types of business in this limited space. 
All businesses can be divided into three main types 
as far as their marketing opportunities and prob- 
lems are concerned. First, there are those whose 
products have no brand name. A piece of lumber, 
a bushel of wheat, a nail, for example. Most all 
commodities and near-commodities are in this class. 
We call this non-proprietary marketing. 


Second, you move on to the type of business 
where the name of the manufacturing company may 
carry some weight in selling the customer simply 
by virtue of the company’s reputation for making 
good products of that type. Many industrial pro- 
ducts fall into this class, and it is called semi-pro- 


ptietary. 
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Finally, you come to the type of business whose 
products do have brand names. In these cases, the 
only asset which the manufacturer owns exclusively 
is the brand name, hence the word “proprietary” — 
meaning “to own”. The company owns the name 
and not the exclusive right to manufacture the 
product. 


There are several words to describe this last 
type of business as far as marketing is concerned. 
Proprietary marketing, distributive marketing, and 
brand-name marketing are three of the most frequent 
terms. This paper is concerned with that type of 
business whose marketing problems have to do with 
the sale of products which have brand names. 
General Motors does not sell cars. It sells Cadillacs 
and Buicks and Chevrolets. Lever Brothers does not 
sell soap. It sells Lux and Sunlight. It is important 
to keep this distinction in mind in thinking about 
modern marketing. 


Actually, the basic principles of marketing are 
the same for all three types; there is a difference 
only to the degree in which these marketing prin- 
ciples are applied in each. 


Marketing is a simple business process. The 
basic principles are simple. They have not changed 
a great deal in the past 25 years. However, the 
application of them has changed substantially. There- 
in lies our problem. And you have to keep on 
changing their application as marketing opportuni- 
ties and problems arise in our highly competitive 
free enterprise system. 


BASIC PRINCIPLES OF MARKETING 

What are the basic principles of marketing? 

There are only four. 

First: your product must be right. 

Second: you must create desire for it. 

Third: you must make it available. 

Fourth: you must help to accelerate its sales. 

As these principles are described more fully, the 
complexities involved in applying them to the mar- 
keting opportunity or problem of any one product 
or service become apparent. It is this fuller appreci- 


ation of the complexities that gives rise to the new 
role of marketing in our business affairs today. 


THE PRODUCT 


First principle: the product must be right. But 
tight from whose point of view? The company view, 
as professional manufacturers? Certainly not. We 
are concerned with the ultimate consumer: what 





does he need or want? It is essential to be sure of 
the answer. Good salesmen and persuasive adver- 
tising may sell our consumer anything once, but 
only if the product is right will he buy it again— 
and again—and thus create the repeat purchases 
which make products truly profitable. 


When we say the product must be right, how- 
ever, we do not mean the product in itself. It must 
behave in use as the consumer wishes. It must give 
the end results or benefits which he expects, or, in 
the case of a new or improved product, which the 
manufacturer promises. We must consider also the 
way in which our product is presented to the con- 
sumer. The price must be right in relation to the 
consumer's willingness to pay and, important in 
most cases, in relation to the price of competitive 
products. The packaging must be right because it 
is a vital part of the presentation. In fact, for most 
so-called proprietary products, the consumer cannot 
even see the product. It will be appreciated, there- 
fore, that shape, size, colour, design and function 
of the package are all vital considerations in ensur- 
ing that the product is right. 


Most of us can remember when packaging was 
the function of production people. In modern mar- 
keting, however, packaging is the responsibility of 
the marketing people. Marketing people often re- 
tain packaging consultants at substantial fees to 
advise them on both design and functional aspects 
of packaging. This is an example of modern market- 
ing at work. 


The section of the marketing team which is 
concerned primarily with the product is the market 
research group. Working hand-in-hand with the 
research and development department of the tech- 
nical side, market researchers provide the specifica- 
tions, including cost, for the goods to be sold by 
most companies operating under modern marketing 
methods. Marketing, today, must lead the way. No 
member of the marketing group, however, works 
in a vacuum. The market research group operates 
closely with all the members of the marketing team. 
The only successful marketing team is a closely- 
integrated one. Market research is vital to success- 
ful marketing but it is not a substitute for good 
management judgment. 


Frequently, product differences or advantages 
are not easily discernible or not sufficiently interest- 
ing to develop consumer preferences. It is often 
possible to make a product right by making it 
obviously different through artificial means; obviously 
different in such a way that the consumer will not 
only notice it immediately but be sufficiently excited 
to prefer it over competing items. Packaging, colour, 
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odour, shape, size and other factors present oppor- 
tunities for attaining the “built-in” difference which 
will not only make our product right, but help make 
it more readily saleable. 


CREATING DESIRE 


The right product is now ready. The second 
marketing principle dictates that we must create 
desire for it or arouse a desire that is latent. Obvi- 
ously this is the function of advertising in the 
modern marketing role. 


The importance of advertising in modern mar- 
keting has been established earlier. The growth 
of media of mass communication, the increasing size 
of advertising agency billings and company adver- 
tising department staffs are sufficient evidence that 
the manufacturer has recognized the need to move 
closer and closer to his ultimate consumer and to fill 
the vacuum created by the absence of personal sales 
clerks in such places as the supermarkets. Today 
his customers must be sold before they reach the 
point of sale. 


Advertising is nothing more or less than the 
business of persuading people, convincingly, to buy 
goods or services. It emphasizes what the product 
will do for the consumer: make him happier, safer, 
healthier, or provide some other benefit. Advertis- 
ing says in the print and electronic media what a 
sales clerk must say, face to face, in persuading a 
prospect to buy. 


It is not the purpose of this paper to discuss 
advertising in depth; it will suffice to state that 
advertising makes a promise which the product must 


keep. 


Impressive evidence of the new and important 
role of marketing in business today is the fact that 
persons in high places credit advertising, and other 
marketing processes, with helping head off the re- 
cession which developed in mid-1957. 


PRODUCT AVAILABILITY 


The next principle of modern marketing is that 
we must make our product available. We must 
make our goods available to our prospective con- 
sumers in as many points of sale as are economically 
feasible. We must have the right product in the 
right place, or else inherently lazy or spoiled con- 
sumers will select an alternate one. Obtaining this 
mass distribution is the function of the field selling 
force, the salesmen of our marketing team. 


Field selling is not the subject of this paper, 
but it is necessary to emphasize the importance and 
changing character of this function in modern mar- 
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keting. Wide distribution is vital to modern mar. 
keting success. The principle is simple but its 
application is complex. For example, one package 
of our product in every retail outlet would be wide 
distribution. But, we all know: “You cannot sell 
goods from an empty wagon”. 


Our salesman must ensure that each retailer 
has a stock of our product sufficient for his size of 
store. It is not just distribution that is needed, but 
good distribution. “Net effective distribution”, it is 
called. The amount of stock for each point of sale 
must be related to the journey cycle of the salesman 
and the ability of the retailer to warehouse it until 
the next call. Credit rating is a factor, too, since 
no sale is really made until it is paid for. 


One of the big problems confronting the sales- 
man is to obtain enough shelf-facings for his pro- 
ducts so they cannot be missed by the consumer or 
outshone by the competitor. This problem of shelf- 
facing, incidentally, has led many manufacturers, 
upon the dictate of their modern marketing team, 
into multiple size packages for each product; each 
new size usually demands important extra space on 
the shelves. And all this activity requires ample 
distribution. 


Our salesman is a key man in the marketing 
battle for the consumer dollar. In addition to ob- 
taining distribution, he must maintain good com- 
pany relations with the distributive trade so the 
retailers will keep prices competitive and brands 
well displayed. 


Field selling has adapted its role to modern 
marketing. The function of the salesman has changed 
and developed over the past few years, as have the 
functions of the other people on the marketing team. 
First, the removal of the sales clerk, or a properly 
trained one, in many types of retail stores has meant 
much to the manufacturer’s representative: he must 
help to fill this gap. Manufacturers must develop 
plans which force their retailers to perform certain 
functions. 


SALES ACCELERATION 


This leads to the fourth and last principle of 
marketing: we must help to accelerate the sales of 
our products. Left alone, the “non-partisan” retailer 
normally will do no more for one brand than an- 
other. He may have a few high-volume or long 
profit favourites but, by and large, he has neither 
the time, facility nor inclination to do anything 
special to accelerate the movement of any particular 
brand. The modern marketer must provide the im- 
petus in the competitive situation. We have a good 
product, our consumers know about it and our fe 
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tailers have it on their shelves. So far so good. But 
not good enough. Competitors may be equally cap- 
able in these areas—or the consumer may need more 
persuasion to buy. 


To use an analogy: thus far, we have put coffee 
beans in the top part of the old-fashioned coffee 
tinder with the great big wheel; now someone 
must turn the handle to consume the beans and thus 
make room for more. 


This business of accelerating movement usually 
is called sales promotion, and in modern marketing 
the function has become especially important. In 
a broader sense, sales promotions are devices and 
activities designed to accelerate or force the move- 
ment of goods across the retail counters and into 
the hands of consumers. Sales promotions are usu- 
ally developed in a sales promotion department and 
executed by the field selling force. 


The sales promotion department is a branch 
of the same root as the advertising department; in 
a sense, it concerns itself with advertising at the 
point of sale. It has been said that advertising moves 
consumers towards goods, while sales promotion 
moves goods towards consumers. 


These promotions accelerate movement because, 
for example, they force large stocks on retailers and, 
hence, more and larger displays. They encourage 
consumer sampling, enhance opportunities for co- 
operative advertising, or relate the product to more 
seasonable or higher-turnover products. 


Sales promotion is obviously important in this 
battle for the consumer dollar. Like the other mar- 
keting departments it has had to develop new and 
improved techniques. 


These four principles must be applied for a 
successful marketing job. Leave one element out 
and you give your competitor an opportunity to fill 
the gap. Put too much emphasis on one and too 
little on another and the imbalance will result in 
a lower share of market. It is always difficult and 
expensive to recover lost sales. 


Customers for a product are sold on that pro- 
duct in varying degrees. They may be absolute in- 
sisters, temporary preferers, or merely recognizers. 
One soft-drink manufacturer likens these three 
classes of customers to family, friends and acquain- 
tances. There are those persons, too, who are not 
customers at all. In a highly competitive market, 
therefore, we must bring all the forces of modern 
marketing to bear if we are to obtain the volume 
we need for profit. 








SUMMARY AND CONCLUSIONS 


The first object of this article was to establish 
for the marketing practitioner that a new rolé has 
emerged for him as increased competition for con- 
sumer dollars has developed and as consumers have 
become increasingly selective in their purchases. The 
methods of doing business change, and marketing 
must keep pace. Marketing, in fact, must strive to 
be ahead. Modern marketing methods must be de- 
veloped as modern automation provides more and 
better and newer goods to be moved from produc- 
tion to consumption. The modern marketer must be 
aware of his role, in order to coordinate all the 
forces available to him. He must recognize, too, 
that these forces are constantly changing, and their 
relations to each other are varying from year to year. 


The successful business today is the one which 
coordinates its marketing functions under one mar- 
keting executive and gives him an appropriate voice 
in the management of company affairs. The senior 
executives of a great many companies today are 
marketing people. This trend will continue as the 
ability to supply is taken for granted and the ability 
to create demand continues to be the greater chal- 
lenge. 


This marketing executive, in assuming the 
greater responsibilities of his modern role, must 
become a competent business administrator capable 
of “getting things done” through appropriate de- 
partment executives. More and more, our marketing 
executive is being held responsible for the economic 
prosperity of his company; the full responsibility for 
profits is coming to rest on his shoulders. These 
responsibilities, in turn, drive him toward social and 
even national security roles which could not even 
be imagined 15 years ago. 


In this limited space it has been possible to do 
little more than outline the role of modern market- 
ing. A summary is still more difficult. 


In the immediate future, Canadians will have 
more money than ever to spend but many companies 
will be unable to report profits in line with theit 
greater volume. The usual reasons for depressed 
profits will continue to apply, and savings through 
budget cuts will provide only slight relief. The appli- 
cation of modern marketing principles will lower 
unit costs and eliminate unprofitable volume. Old- 
fashioned marketing, ignoring the new role, will 
produce lower profits because, for example, there 
will be no coordinated marketing plan, no marketing 
executive at the policy level, no carefully-defined 
objectives for each segment of the marketing opera- 
tion, and no standards to measure performance and 
results. 
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Where the principles and practices of modern 
marketing are followed, companies will increase their 
share of market and their return on invested capital. 
The underlying thought in the minds of successful 
sales executives is that it is always a buyer's market, 
and that they must offer a wide variety of products 
to cater to the increasing selectivity and varying de- 
mands of their consumers. 


The essence of modern marketing, as it has 
been outlined here, is that the manufacturer must 
start with the consumer, in determining his or her 
likes and dislikes through research and other means, 
if he is to end up with that consumer as a customer. 
Modern marketing uses everything available to it 


PRICING PROCESS: FACT AND FANCY 





from the marketing research stage through advertis. 
ing, distribution and sales promotion. It not only 
uses them all, but uses them in a carefully planned 
program, because they are interdependent. 


The importance of modern marketing is em- 
phasized when it is realized that its application re- 
duces substantially the risk in marketing investments 
in these times of large-scale appropriations, particu- 
larly where improved products and new products 
are concerned. 


More important, modern marketing today is 
recognized as a major factor contributing to com- 
pany profitability. 





The argument has developed that infrequency of 
price change is an indication of monopoly (single 
seller) or oligopoly (a few sellers) control. Thus, 
we hear that “business giants” can administer prices 
because they have “no competition” and they have the 
power to “openly defy” the forces of supply and de- 
mand in the market place. 


But, as noted earlier, administered prices are not 
confined to “big business in concentrated industries”. 


Putting the right price on a product is a difficult 
task. Businessmen must consider a variety of factors 
— e.g., demand, costs, taxes, prices of competing 

roducts, needs for profits. An excessive price risks 
oss of markets to competitors and competitive pro- 
ducts; an inadequate price may result in business 
failure or lack of financial ability to meet market 
demands. 


If the corner ee 
prices too high, the housewife wi 


ushes up grocery 
in take her business 





to the supermarket. Mounting prices for Pittsburgh 
steel products may mean loss of markets to, say, Ger- 
man producers, or to substitute materials such as 
reinforced concrete. If copper prices get too high, 
cable makers switch to aluminum. 


It is always popular, when prices are rising, to 
put the blame upon the seller for “profiteering”. Yet 
the trend has been toward narrowing profit margins 
over recent years. This would seem to dispose of the 
argument of “oligopolistic” profiteering. Indeed, if 
this trend of profits were to continue for long, it 
could be confidently predicted that the nation will 
sink into a long slumber of stagnation. Profits are 
necessary to bring into being the tools and machinery 
which must be provided for increased employment 
and economic growth. 


—First National City Bank 
Monthly Letter 
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Evaluating a 





Supervisory Training Course: 


A Case Study 


Management or supervisory training has become an area of 
growing interest and concern to top business management. Much 
attention has been devoted to training programs, but with little 
or no attempt to evaluate what, if anything, such programs 
accomplished. The following article describes a pioneering 
approach to evaluating such a program by the personnel research 
department of the Hydro-Electric Power Commission of Ontario. 


Courses and programs designed to train men 
for better supervisory performance have enjoyed 
considerable vogue in business and in our univer- 
sities since World War II. Despite the fact that 
substantial sums of money have been spent on such 
programs, very little has been done to evaluate what 
results, if any, have been accomplished. In large 
part, the essential job of evaluation, measurement 
and “feedback” of results has been neglected, due 
primarily to a lack of established and proven tech- 
niques for measuring results. 


The need for better supervision is general 
throughout business, government and other forms 
of organized activity. The Hydro-Electric Power 
Commission of Ontario has long recognized this 
need, and has attempted by many means to provide 
training for more effective carrying-out of the super- 
visory job. As part of this program, continuing 
attention has been devoted to the important task of 
evaluation and research. This paper describes in 
some detail the steps undertaken in evaluating one 
of these supervisory training courses, and some sig- 
nificant generalizations regarding training which we 
believe flow from the research findings. 


The research discussed in this article was carried 
out between October, 1956, and September, 1957, as 


J. D. Exuiss 


part of a continuing program of research on super- 
visory training. The study was conducted in the 
Georgian Bay Region with the cooperation of all 
members of regional management.’ 


The purpose of the study was to evaluate the 
effectiveness of a supervisory training course. That 
is, to discover if the course covered the supervisors’ 
actual training needs, and if changes in supervisory 
behaviour were made which could be attributed to 
attendance at the course. The course was spread 
over 10 weeks. 


RESEARCH PLAN 


The research plan was to interview one group 
of trainees, their superiors, and subordinates, before 
and after the training sessions; to observe a com- 
plete series of training sessions, giving the trainer 
a feedback after each session. This plan was fol- 
lowed except in regard to the “before” interviews. 


1For administrative purposes the Commission divides the province 

into nine regions with regional offices located in nine major 
municipalities. The Georgian Bay Region with regional offices 
in Barrie, is subdivided into 17 Rural Operating Areas. Each 
area has a manager, staff and office located in the principal town 
or village in the area. The Regional Manager, Mr. J. C. Ferguson, 
and the regional Personnel Officer, Mr. A. G. Pickles, in parti- 
cular actively supported the study, and allowed the researchers 
complete freedom to approach all levels of supervision. The 
researchers were Mr. D. S. Conger and the author, both members 
of the Commission’s Personnel Research Department. 
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It was not possible to complete all interviews before 
the course started. Three trainees were not inter- 
viewed until after the first training session. All the 
superiors and subordinates were interviewed after 
training had started. 


Three series of interviews were carried out, the 
first before and during the course, the second and 
third after the course. The purpose of the first in- 
terviews was to get descriptions of each trainee’s 
supervisory behaviour prior to attendance at the 
course as this was reported by the trainee, his super- 
ior, and, if possible, his subordinates. We also hoped 
to discover the training needs of each trainee from 
the same three sources. 


The second series of interviews was started 31/4 
weeks after the course finished and took 314 weeks 
to complete. These interviews were to discover the 
immediate effects of the course. That is, to discover 
what changes had occurred since the beginning of 
the course in the trainees’ expectations and perfor- 
mance of the supervisory role. Additionally, it was 
hoped that these interviews would reveal those fac- 
tors in the work situation which encouraged trainees 
to put new ideas into practice and those factors 
which hindered them in their attempt to do so. 


The third series of interviews was carried out 
six months after the second series. These interviews 
were conducted with three purposes in mind: 1. to 
discover if changes reported in the second series of 
interviews had been retained and if any other 
changes had occurred; 2. to give the people who 
had participated in the research an outline of re- 
search results and obtain their opinions regarding 
the realism of the changes reported; 3. to discover 
if the participants objected to wider circulation of 
the research results than originally had been in- 
tended. 


The total number of people who participated 
in this research was 36: 18 trainees, of whom eight 
were foremen A,’ eight were chief-clerks and two 
were chief-operators; nine area managers to whom 
the trainees reported; and nine foremen B who re- 
ported to the foremen A trainees. The people who 
participated in the research cooperated voluntarily. 


In all interviews, a semi-directive interview 
technique was used; that is, open-ended questions 
were asked to keep the interviews going and to direct 
the interviewees’ attention, but the interviewees were 
encouraged to talk fully upon the topic rather than 
answer a rigid questionnaire. This type of interview 
is more time consuming, but was chosen to allow 


2Foremen A supervise the work of area line crews through sub- 
ordinate foremen B. 
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the interviewers to take advantage of leads supplied 
by the interviewees. All interviews were conducted 
with the understanding that the information given 
would be treated confidentially and that the anony- 
mity of the interviewee would be respected. In gen- 
eral the participants accepted this guarantee and 
only one man, not a trainee, declined to take part 
in the research. 4 


THE COURSE 


The course consisted of 10 one-day sessions, 
spaced one week apart, conducted by Mr. S. M. 
Tobin, a psychologist with the Commission’s Man- 
agement Development Department. Content in- 
cluded discussions of case material, film strips, short 
lectures, impromptu talks and printed material. Each 
of these are discussed below. 


a. Discussions 


The training sessions were conducted in a semi- 
directive manner, that is, the trainer selected the 
cases for discussion and directed the trainees’ atten- 
tion to various aspects of them. The trainer did this 
in several ways: by his opening remarks after the 
trainees had read the case (“Joe really is upset—let's 
look at it from Joe’s angle’’); by his questions (“what 
do you think of the way the supervisor handled 
it?”); by the statement he chose to reflect or inter- 
pret; and by the way he kept the group working 
on some aspect of the problem when they wished 
to go on to another point. However, the trainer 
did not try to force the group to accept a particular 
point of view; on the contrary he helped them ex- 
amine a problem from every angle and encouraged 
them to put forth their own ideas on how the prob- 
lem should be handled. 


At the beginning of the course the trainer em- 
phasized that he did not have “the answers’ to the 
problems. He believed, he said, that the answers lay 
within the group and would come from the com- 
bined supervisory experience of the members. The 
purpose of the course was to help them share their 
ideas and thus help each other solve some of their 
common problems. He implied that his part in the 
course would be mainly that of a catalyst. That is, 
by giving any information he had and by clarifying 
points about which they were unclear, he would 
provide the conditions necessary for them to examine 
the problems thoroughly. Then, in the light of their 
combined supervisory experience, they could decide 
how they felt such problems could be handled. 


In the early sessions the trainees were unhappy 
with the trainer's approach and repeatedly tried to 
get him to commit himself on what he thought was 
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the correct way to deal with a problem. When this 
happened, the trainer threw the question back to the 
group with such remarks as, “I have not got the 
answers’, “well, what do you think?” In addition, 
the trainer conducted the sessions in a friendly, per- 
missive manner which put the trainees at ease and 
encouraged them to express themselves without res- 
traint. 


The trainer's participation in the discussions ap- 
peared to be governed partly by the extent to which 
he thought trainees were either gaining new insight 
or were repeating themselves without gaining new 
insight; partly by his desire to have them reach a 
constructive opinion during a session; and partly by 
the strain he was under in carrying out the heavy 
schedule of training courses. Thus, to the observers, 
the trainer's periods of silence sometimes appeared 
to indicate that he felt the discussion taking place 
was fruitful, while at other times they appeared to 
be an indication of physical fatigue. 


During the course of the discussion the trainer 
frequently recapitulated and pointed up differences 
of opinion. He also participated by asking ques- 
tions, reflecting comments, and selecting aspects of 
the problem for discussion. Questions were used 
to direct the trainees’ attention to aspects of the 
problems or to clarify the discussion. Reflecting 
some comments and ignoring others was another 
method used to direct attention, to emphasize a 
difference of opinion, or to obtain clarification. The 
trainer also paraphrased or interpreted comments 
and occasionally misinterpreted them. However, be- 
cause of the permissive atmosphere, such misinter- 
pretations appeared to have no ill effects, as the 
trainees did not hesitate to correct the trainer and 
reiterate their opinion. When this happened, the 
trainer complimented the group for not letting him 
put anything over on them. 


When summing up at the end of a discussion, 
the trainer made no attempt to force a conclusion 
on the group. His method was to review briefly 
the areas of agreement, point up differences of 
opinion and pose questions for the trainees on points 
which had received little or no attention during the 
discussion. Most of the impromptu talks the trainer 
gave were given at this time. In addition to the dis- 
cussions of case material, there were some discus- 
sions of a more general nature. These were initiated 
by the trainer, as discussed later under the heading 
film strips, and allowed the trainees to express their 
attitudes towards their present job and the total 
organization. These discussions pointed up the am- 
bivalence in many of the trainees’ attitudes as well 
as differences of opinion among trainees. Thus, 
some of the trainees looked back nostalgically to 








the informality and friendliness of the “good old 
days”, regretting the present impersonality of the 
organization while applauding present-day material 
conditions of employment. This ambivalence also 
showed up in the discussion of discipline. Other 
trainees were ready to point out contradictions in 
the statements made and to give examples of the 
abuses of the “bad old days”. These discussions 
brought such attitudes into the open and gave the 
trainees an opportunity to examine their own atti- 
tudes and appraise them realistically. Similarly, in 
a discussion of the chain of command the trainees 
examined their own relationships with other super- 
visors and came to some conclusions on how they 
should work together in the future. 


b. Talks 


The talks were interspersed through the course 
and were short enough (less than 30 minutes each) 
to retain the attention of the trainees. In general, 
the trainees appeared to find the talks interesting 
and listened attentively. Few of the trainees took 
notes, but one man who did so said that he felt he 
could make use of the information in appraising his 
subordinates, an activity in which he was then en- 
gaged. Other trainees told the observers, at coffee- 
breaks or lunch time, that they found the trainer 
“very easy to listen to” and the talks “very interest- 


ing”. 

The impromptu talks were given when a dis- 
cussion had demonstrated that the trainees either 
lacked information or possessed false information. 
The trainer's method was to ask questions, designed 
to lead the trainees to see a contradiction, and then 
to explain the situation to them. Thus, during the 
discussion of one case the trainees could not decide 
whether or not the men had acted reasonably. The 
trainer had the group go over the case until a trainee 
noted that everything had happened so fast that 
probably neither of the men were being unreason- 
able. After one or two other trainees agreed to this, 
the trainer went over part of the case and gave a 
short talk on reason and unreason. 


c. Film Strips 


The film strips were usually shown toward the 
end of a session and, when time permitted, the 
trainer reviewed them and asked for questions. The 
trainees did not ask questions and gave the impres- 
sion of being rather bored. On one occasion, two 
film strips were shown at the beginning of 
a session and, instead of reviewing them, the trainer 
took one of the statements from the sound track and 
asked the group if this applied to Hydro. The en- 
suing discussion was probably the most profitable 
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of the course in that it brought out many of the 
trainees’ attitudes towards both their present job 
and the organization. On another occasion, the 
trainer started a discussion on discipline, with similar 
results, by referring to a film strip shown the pre- 
vious week and asking if workers are disciplined 
enough. 


Despite these two instances, the observers do 
not believe that the film strips stimulated the dis- 
cussion. We believe it was the questions the trainer 
asked that provided the stimulus and the permissive 
atmosphere he had built up that encouraged the 
trainees to express their feelings so freely. The fact 
that the stimulus was independent of the film strips 
was demonstrated by another discussion. The trainer 
drew a simple organization chart to illustrate cases 
of by-passing. This initiated a general discussion in 
which trainees examined their own relationships 
with other supervisors. The trainees did not refer 
to film strips in any way during any of these dis- 
cussions. The emphasis was heavily on their own 
work situations, with some reference to the initial 
remarks of the trainer or to present conditions in 
the industrial world outside Hydro. 


The major criticism the observers make of these 
particular film strips is that they provide supervisors 
with guides to action based on an over-simplifica- 
tion of social behaviour and individual motivation. 
For example, one film stated that a man’s name is 
important tc him and insisted that relationships with 
him would be improved if the supervisor took care 
always to pronounce his name correctly. No men- 
tion was made of factors which could invalidate, 
or modify, this argument. Thus the fact, that an 
affectionate mispronunciation or a nickname might 
be preferred to a formally correct pronunciation was 
not mentioned. The observers feel that such modi- 
fications are important to successful application of 
the general principle and should be brought to the 
attention of the trainees. 


Other criticisms are that the film strips in them- 
selves are repetitive and they contain information 
which was also given in talks and printed material. 
However, against this must be stated that repetition 
per se is not necessarily a fault, and that visual stimu- 
lation reinforces information given in other ways. 


d. Printed Matter 


The printed matter given to the trainees, with 
the exception of case material, was given as sum- 
maries of information given in the film strips and 
talks. Those concerned with the film strips contained 
the points made in the films and were given out 
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after the film showing. Others were given out dur- 
ing the sessions, with the trainer sometimes going 
over the contents with the trainees and asking for 
questions. On other occasions the trainer handed 
them out and asked the trainees to read them at 
home. These papers were not intended to be used 
as a basis for discussion and the observers are un- 
able to estimate their usefulness to the trainees. 


TRAINING NEEDS AND CHANGES 


We expected there would be a certain amount 
of agreement among the area managers in their 
expectations of the supervisory role. Thus, by taking 
these common elements, we would have a standard 
against which to measure a trainee’s understanding 
and performance of his role and therefore gain an 
indication of his training needs. 


More specifically, some training needs would 
show up when the manager's description of the 
trainee’s behaviour was compared to the manager's 
expectations and the common expectations. Training 
needs would also show up when the trainee’s expec- 
tations were compared to the common expectations 
and when his performance, as he reported it, was 
compared to the standard of the common expecta- 
tions. The foreman B’s report on how the foreman 
A operates might bring up training needs that were 
not apparent to either the area manager or to the 
trainee. 


The second interviews were conducted in a 
similar manner to the first, except that the research- 
ers were more exacting in asking for examples to 
illustrate any changes reported by the interviewee. 
During the second interviews trainees were gener- 
ally more introspective and showed increased frank- 
ness and objectivity when discussing their own per- 
formance and relationships. In the first interviews, 
most of the trainees insisted that all their relation- 
ships were perfect and that they had few, if any, 
problems in their supervisory role; in the second 
interviews, they were more willing to tell of unsatis- 
factory relationships and supervisory problems. In 
general, the trainees were more critical of their own 
behaviour and the behaviour of others. They were 
also more conscious of the chain of command and 
of their place in it. 


A finding of some importance was that most 
of the area managers had found it advisable to re- 
read the case material and notes, from the training 
sessions they themselves attended six months earlier, 
in order to ensure that they acted in accordance with 
the principles advocated in the course. Seven of the 


nine area managers interviewed gave some indica | 
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tion of reacting in this way to their subordinates’ 
attendance at the training sessions. This suggests 
the training given the lower level supervisors pro- 
vided a reinforcement of the training already given 
to the upper level supervisors. 


The training needs abstracted from the inter- 
view data fell under the following four headings: 
confidence, interpersonal relations, supervisory skills, 
and organizational knowledge. These are discussed 
below, together with a statement of the changes 
reported in the interviews carried out after the 
course. 


1. Confidence 


A basic need in developing supervisors seemed 
to be the need to develop the supervisor's confidence 
in his ability to handle both the technical aspects 
of his job and the interpersonal relationships which 
are an integral part of the supervisory role. Six of 
the area managers mentioned increased confidence 
as a training need for one of the trainees from his 
area. One trainee also mentioned the need to de- 
velop his own confidence and two or three others 
mentioned this indirectly. 


Reported Change: After the course, four area 
managers reported that the trainee had gained in con- 
fidence. Two area managers had noted no increased 
confidence and felt that the interview was too soon 
after the course for them to have had time to see 
any change in the trainee. 





2. Interpersonal Relations 

Seven area managers and three foremen B re- 
porting on 10 trainees mentioned problems in the 
field of interpersonal relations. Nine trainees stated 
they had problems of this sort. 


Some of the common problems mentioned by 
the trainees were: dealing with difficult customers, 
handling problem employees (particularly how to 
tell an empolyee off), when to be the good guy and 
when to be the boss, how to get along with the boss 
and “unreasonable people”. Problems mentioned by 
the managers were: difficult customers, keeping the 
staff in line, telling an employee off, and getting 
along with people generally. One manager also 
mentioned that the foreman A had difficulty in mak- 
ing the foremen B realize that they are part of 
management. The foremen B mentioned lack of un- 
derstanding, failure to communicate and lack of self- 
control as the main problems of their immediate 
supervisors. 


Reported Change: Seven area managers and three 
foremen B reporting on nine trainees noted improve- 
ment in this area. Thirteen trainees stated that they 
had found the course to be a help in this field. Two 
trainees who had mentioned problems in this area 
felt that they had received no help from the course. 
Two managers and one foreman B stated that they 
had noted no change in the trainee on whose be- 
haviour they were reporting. 


A comparison of training needs and reported 
change in the field of interpersonal relations is pre- 
sented in Table I. 


TABLE I. 


A Comparison of Training Needs and Reported Change in the Field of Interpersonal Relations. 





Trainee Number* 








Comments 1 3 45 6 7 8 9 1011 12 13 14 15 16 17 18 
Manager noted problems in this area.. oa x =<. *. x 
Manager noted improvements in trainee 
ee fers x . - x x x 
Trainee mentioned problems in this area...... x x x x e 2°88 
Trainee stated course was a help in this area x x io *@ moti 
Foreman B noted problems in this area x x x o 


Foreman B noted improvement in trainee 
—— * areemtattiveee cadena ata OT » 








*No subordinates were interviewed for trainees 1, 2, 3, 4, 5, 8, 10, 12, 15 and 18 









This table shows the corroboration given to 
trainees’ statements that they had problems or that 
they had found the course helpful in this area. How- 
ever, of more interest are the cases in which corro- 
boration is lacking. Corroboration may be lacking 
either because manager, trainee or subordinate is 
unaware of the existence of a problem, fails to per- 
ceive a change, or is unwilling to tell interviewers 
that problems exist. Thus, in the case of trainee 
number six, the foreman B was the only person who 
saw, or was willing to discuss, problems. In the 
case of trainee number seven, the manager, the 
trainee and the foremen B all stated that problems 
existed, but the foreman B was the only one who 
perceived any change in the trainee’s behaviour after 
the course. The table does not show corroboration 
of one trainee’s remarks by another trainee, such 
as a chief clerk’s remarks by a foreman A and vice- 
versa. Although such corroboration did sometimes 
occur, its presentation would add little to the infor- 
mation given. 


Managers used the concept of improvement to 
indicate that the trainee was more effective in his 
interpersonal relations after the course either be- 
cause he now showed greater consideration of others 
or because he had adopted a less vacillating attitude 
in his behaviour towards others. Thus, one mana- 
ger commented that a trainee was now more effective 
interpersonally because he paid more attention to 
what the other person had to say: “he listens to the 
other side of the story now”. Another manager felt 
that a trainee was more effective because he now 
made fewer unnecessary apologies, he was less self- 
effacing and appeared less anxious to be well liked. 


Trainees stated the course had been a help in 
this field in that it had given them ideas on how to 
improve relationships and that they had learned 
something about the causes of misunderstandings. 
Most of the trainees felt that the course had made 
them more cautious about making judgments on 
people, more anxious to hear both sides of the story 
and therefore less impatient with people. A common 
type of statement was: “I try to find out why”. 


The three foremen B who noted improvements 
in trainees all noted that the trainees listened to 
them or to the men more than they had before the 
course. Typical comments were: “he is more will- 
ing to accept suggestions than he was’, “he listens 
to what I have to say” and “he asks my opinion 
more than he did before.” 


3. Supervisory Skills 


Training in supervisory skills was mentioned as 
a need by six area managers and three of the fore- 


‘men B, reporting on eight trainees. Two trainees 


stated they needed training in this field. The actual 
needs we heard about under this heading were: how 
to plan and allocate work, how to allocate the super- 
visor’s time, the supervisor's training function, ap- 
praising staff, the supervisor's place in management, 
delegation of authority and cooperation with other 
supervisors. The two trainees who said they needed 
training in these skills were both inexperienced men 
in their first supervisory position. However, the 
trainees about whom five of the managers and three 
foremen B were speaking were all experienced super- 
visors. 


TABLE II. 


A Comparison of Training Needs and Reported Change in the Field of Supervisory Skills. 





Trainee Number* 








Comments 1 3 45 6 7 8 9 1011 12 13 1415 16 17 18 
Manager noted trainee needed training........ x x x x x 
Manager noted improvement in trainee 

RTI docs one rossnadvarPonesinpecadbvorsevnscctece x x x x x x 

Trainee mentioned problems in this area... x x 
Trainee stated course was help in this area x ae - 2 o's soe oe & See 
Foreman B noted problems in this area... * * 22 * ee * 
Foreman B noted improvement in trainee * oo ma s . * eile * 





*No subordinates were interviewed for trainees 1, 2, 3, 4, 5, 8, 10, 12, 15 and 18. 
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Reported Change: Seven area managers and two 
foremen B noted improvement in the trainee about 
whom they were reporting. Sixteen trainees stated 
that the course was a help to them in this area, al- 
though only two of them had mentioned that they 
had problems. One manager and one foreman B 
stated that trainees, whom they had earlier noted 
had problems, had not improved since the course. 
A comparison of training needs and reported change 
in the field of supervisory skills is presented in 
Table II. 


Here again the amount of corroboration given 
to trainees’ claims can be seen. 


In the case of trainee number 13, the manager 
and foremen B both stated that the trainee was an 
excellent supervisor. When re-interviewed they both 
said that the trainee had improved with regard to 
the staff appraisal activity. The manager said the 
trainee had carried out this activity much better than 
he had done before the course, and the foreman B 
told of the manner in which the trainee had assisted 
him in making appraisals of his subordinates. 


4. Organizational Knowledge 


The course was not designed to cover this area 
and consequently little change could be expected. 
However, some trainees did say that they had learned 
something of the other man’s work. That is, during 
the break periods and while travelling to and from 
the sessions they had a chance to hear some of the 
problems of men outside their own field. 


5. Other Changes 


In addition to the changes reported above, there 
were other changes outside the framework of train- 
itig needs identified in the first interviews. Some 
trainees for whom no training needs had been re- 
ported found the course a help in improving their 
supervisory performance. Some trainees also ex- 
pressed changed views regarding the supervisory 
role. In an attempt to account for these facts, the 
researchers re-examined the interview data and ab- 
stracted the factors which appeared to be important 
in the trainees’ supervisory performance. 


After the list was drawn up, the participants 
were given a feedback interview and the list was 
then modified to take account of any changes or 
disagreements mentionéd by a majority of those 
interviewed. This tentative list of supervisory per- 
formance factors is presented below. 








SUPERVISORY PERFORMANCE FACTORS 
I. Knowledge. 


1. Knowledge of people: individual differences; 
needs of the individual; how people learn; individual 
motivation. 


2. Knowledge of job: supervisory responsibili- 
ties; planning and allocating work; allocating one’s 
own time; interviewing; discipline; the clerical as- 
pects of supervision. 


3. Knowledge of the organization: the inter- 
relatedness of parts of the organization; the chain 
of command; the use of reports; help available from 
“staff”; “staff and line’. 


Il. Role Expectations 


Role expectations are the expectations a person 
has of how he will be able to perform in the super- 
visory role and his expectations of how others will 
behave towards him. Role expectations are formed 
on the basis of the person's ideals of how a super- 
visor should perform, and of how others should 
behave towards him, modified by his experience as 
a supervisor in other organizations or under other 
supervisors and by his knowledge of his present 
organization. A person’s role expectations may be 
predominantly authoritarian, laissez-faire, or demo- 
cratic. In actual practice the authoritarian type breaks 
down to either hard-boiled autocratic supervision or 
to a benevolent autocratic supervision. The main 
difference between the hard-boiled autocrat and the 
benevolent autocrat appears to be an interest in 
people. The hard-boiled autocrat treats subordinates 
as “hands”, whereas the benevolent autocrat praises 
them and believes he is developing a “happy family 
group”. These four types are the extremes; the 
actual expectations may be some combination of 
these. Although these are not the only expectations 
a person can have of the supervisory role, they ap- 
pear to be the most useful ones in understanding 
supervisory performance. 


III. Perceived Pressures 


The pressures a supervisor perceives working 
on him affect the way in which he performs. This 
may mean a change from his role expectations. Pres- 
sures may be perceived as coming from the following 
sources: 


1. From the organization: rules and regulations; 
safety rules, etc. 


2. From superiors: pressure to fit in with super- 
ior’s expectations. 


3. From peers: pressure to cooperate, to fit in 
with their ideas of supervision. 
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4, From subordinates: pressure to act fairly, to 
give good supervision, to satisfy grievances. 


5. From sources outside the organization: cus- 
tomers, local utilities. 


6. Repercussions of his own actions: These wd 
sures are generated in response to the actions of the 
supervisor, whereas the pressures previously men- 
tioned exist independently. 


IV. Support 


The extent to which a supervisor is able to im- 
prove his supervisory performance, particularly when 
this means changing his behaviour, depends to some 
extent on the amount of support or encouragement 
he receives from those around him. Support appears 
most likely to be received from other supervisors 
who have attended a training course but can come 
from: 


1 — Superiors 
2 — Peers 
3 — Subordinates 


V. Climate 


Climate refers to the general state of feelings 
about the particular total work group as a place to 
work. Taken over a period that evens out day-to- 
day fluctuations, the climate might be referred to 
as: friendly or unfriendly; autocratic, democratic or 
laissez-faire; cooperative or non-cooperative. Climate 
is determined by the personal attitudes, behaviour 
and interpersonal relations of all supervisors and 
all subordinates. 


VI. Confidence 
This factor has been discussed under training 


needs. 


VII. Role Performance 


The way a supervisor actually performs is based 
on his role expectations, but is affected by all the 
factors discussed above. Any one of the types of 
supervision mentioned under role expectations, or 
any combination of these, may predominate. That 
is, a supervisor may be predominantly democratic 
but cannot always explain his reasons for making 
certain decisions. Similarly, the autocratic supervisor 
may sometimes give explanations or allow the group 
to make a decision while even the most extreme 
laissez-faire supervisor must give some orders. 


VII. 


The following four degrees of problem defini- 
tion can be recognized. 


Degree of Problem Definition 
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1. Problem not recognized: supervisor does not 
see a problem others see, or does not see unsatis- 
factory performance as a probiem. 


2. Problem seen but condition defined as nor- 
mal: supervisor feels irritated but defines the con- 
dition as part of the normal working conditions. 


3. Problem partly analyzed: e.g. supervisor is 
dissatisfied with performance or relationships but 
misevaluates some roles. 


4. Problem well analyzed: at this stage the 
supervisor is able to analyze a problem fully. 


IX. Locus of Real Problem Cause 


A supervisor's ability to eliminate problems de- 
pends on the location of the real problem cause. 
That is, it is harder for a supervisor to take correc- 
tive action when the real problem cause lies in the 
superior than it is when the real problem cause lies 
within the subordinates. Problem causes may be 
located in one or more of the following five posi- 
tions: 

1—In the subordinates 
2 — Among peers 
3—JIn the superior 
4—In the self 


5 —In the situation (that is, factors exter- 
nal to individuals such as rules and 
regulations, working conditions.) 


X. Degree or Nature of Action 


The action taken by a supervisor to deal with 
the problem depends on the degree to which he has 
defined the problem and the location of the real 
problem cause. The following four degrees of ac- 
tion are tied to the degrees of problem definition 
and should be read in conjunction with these. 


1— No action taken. 


2— Expresses hostility or gives hints: 
“that’s the way things are done around 
here”’. 


3 — Discusses others’ actions with them or 
takes ill-advised punitive action. 


4— Eliminates problems in one of the fol- 
lowing four ways: 

(i) By the supervisor recognizing that 
the problems cause is within him- 
self. The mere fact of this knowl- 
edge being brought to the surface 
may make it possible to change his 
behaviour. 
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(ii) By developing activities. These 
activities may be either for the 
supervisor or for the subordinate. 


(iii) By achieving a restructuring of the 
situation. That is, the supervisor 
can eliminate the problem by 
altering those features of the situ- 
ation which are within his control. 


(iv) By rational punitive action. Puni- 
tive action can vary from giving a 
man a lecture to firing him. It may 
be a last resort of the supervisor 
or it may be the first action, or 
only action taken. In either case if 
the problem has been carefully de- 
fined and the true location of the 
real problem cause found, then 
punitive action may be the rational 
method of eliminating the prob- 
lem. 


COURSE EFFECTS 


Trainees showed a general gain in knowledge 
and awareness of these aspects of supervision. The 
course appeared to have a centralizing effect on 
supervisors’ role expectations and on their role per- 
formance. That is, role expectations and methods of 
supervision appeared to vary less from supervisor to 
supervisor after the course than they did before the 
course. This does not mean that all supervisors had 
the same expectations or were performing in an iden- 
tical manner after the course. Individual differences 
did exist and will continue to exist. However, it does 
mean that most of the trainees were attempting to use 
the knowledge gained and that they showed less vari- 
ation in the quality of the supervision they gave than 
they did before the course. : 


It also suggets that there has been some improve- 
ment in the overall quality of supervision. That is, 
there was no evidence that any supervisor was made 
less efficient by attending the course and there were 
many claims that even the better supervisors had im- 
proved. If this is true, then the fact that there is less 
variation in behaviour from one supervisor to another 
than there was before the course means that the 
weaker supervisors had improved the quality of their 
supervision. 


With regard to the claims of improvement re- 
ported above, and in connection with training needs, 
it should be noted that the researchers have tended to 
understate rather than overstate. All participants had 
been told, and appeared to accept the fact, that the 
object of the research was to evaluate the course— 
not to appraise the trainee. Despite this, or perhaps 





because of it, the researchers had to be aware of at- 
tempts to tell them what the interviewee thought they 
wanted to hear, and of trainees’ claims of help re- 
ceived from the course which could not be backed up 
with examples. The trainer had become very popular, 
and these claims may have been attempts at repay- 
ment. In all cases, the researchers refused to accept 
such claims unless they were backed up with exam- 
ples of improved performance. Similarly, the re- 
searchers refused to be drawn out regarding their own 
opinions and insisted that the interviewee’s own 
opinions were needed. 


CONCLUSION 


The research has shown that the training course 
met many of the training needs and that most super- 
visors found it a help to them in improving their 
supervisory performance. Further, the improvements 
in supervisory performance were found to have been 
retained up to nine months after the course. This lat- 
ter finding contradicts some research findings in other 
organizations and therefore requires an explanation. 


Several features of the Hydro training course 
contributed to its success. Firstly, the course was de- 
signed by the trainers in consultation with a commit- 
tee of practising supervisors. 


Secondly, in the Georgian Bay Region training 
was given from the top down. Prior to this course, 
all supervisors in the region above the level of fore- 
men A had attended a similar course, at their own re- 
quest, so that they would be aware of what their 
subordinates were being taught. Later research sug- 
gests that this factor of support from others trained 
is one of the most important in ensuring that training 
is applied in the work situation. The managers them- 
selves also found it easier to implement changes after 
their subordinate supervisors had been trained. 


Thirdly, the competence of the trainer. The man- 
ner in which the trainer conducted the sessions con- 
tributed in no small measure to the trainees’ willing- 
ness to accept training. In this course, the trainer did 
have the advantage of frequent feedbacks from the 
two researchers who observed and tape-recorded each 
session. Incidentally, the presence of observers with 
a tape recorder did not appear to hamper discussion. 


Fourthly, a monthly newsletter was sent to all 
supervisors who had attended a training course, and 
this provided the supervisor with supplementary 
reading and also a measure with which to compare 
his own supervisory practices. This enabled supervis- 
ors to keep their knowledge of supervisory methods 
up to date and helped them recognize problem areas 
before problems developed. 
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Throughout the region the researchers noted an 
awareness of training, with a positive value being 
given to training. Thus foremen B repeatedly asked 
when they were going to get this training. This 
awareness was also noted in areas and in the regional 
office where supervisors were not taking part in the 
study. It appeared to have raised expectations on the 
part of all levels of supervision as to how supervisors 
should perform. Moreover, all were aware that other 
supervisors had these expectations and felt that they 
had to live up to them. 


Not all supervisors made changes in their meth- 
ods of supervision after the course. There are three 
possible reasons for this: 


Firstly, resistance to training on the part of some 
supervisors. This is always a possible factor when 
people are given training that they themselves have 
not requested, and may be an unconscious resistance, 
as when a man says “the course is a good idea but I 
did not really need it”. 


Secondly, no change would show up when the 
supervisor was already performing in accordance 
with the principles advocated in the course. Actually, 
all the supervisors about whom this was said gave 
examples of how the course had helped them. 


Thirdly, no change would occur when the course 
did not cover a supervisor's problem areas. This case 
can be confused with resistance to training, but is dis- 
tinguished from it by the person’s remarks: “I did. not 


need it; what I do need is training in how to do so 
and so”. The supervisor here is showing a positive 
approach to training and trying to show his real 
training needs. 


VALUE OF THE RESEARCH 
This study was valuable in that it: 


* Produced evidence regarding the effective- 
ness of the course; 


* Unearthed training needs which were not 
covered and which could be covered locally 
or in future courses; 


‘© Indicated factors which affect trainees’ abil- 
ity to put new ideas into practice; 


* Showed the trainer, through feedbacks, the 
effects his behaviour had on the group; 


® Indicated the need to schedule courses bet- ' 


ter in order to relieve trainers of heavy work 
loads; 


* Demonstrated the need to develop criteria 
of training needs, good and bad supervision, 
and improvement; 


* Suggested areas for future research. 


Future research should be undertaken to develop 
the criteria mentioned above and to discover if the 
supervisory performance factors presented here are 
of use in understanding supervisory behaviour. 





RE-WRITING BUSINESS HISTORY 


British business history has received much less at- 
tention than American. Partly this may be attributed to 
the abundance of material made available to American 
historians by anti-trust prosecutions and Congres- 
sional inquiries. Largely, however, it is due to the 
leanings of British historians on the one hand and the 
traditional secrecy of British business on the other. 


Historians are now making amends, as indeed 
once they had embarked on the study of economic 
history it was inevitable they should, for economic 
history can get no further without business history 
than can political history without biography. 





So far as the writing of business history is con- 
cerned, therefore, the universities now have more 
cause for complaint against business than vice versa. 
There are still too many companies that have their 
histories written with the intention of making their 
early connections with the slave trade look good. 
There are even, it seems, companies whose attitude to 
historical evidence is scarcely more admirable than 
that of the Ministry of Truth in Orwell’s 1984. 


—The Manager, 
Journal of the British Institute 
of Management. 
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Canada and Export 


One of our most articulate business leaders presents below 
his views on Canadian trade policy. His controversial sugges- 
tions were first made in a speech to the Canadian Exporters 
Association, and were received with such wide interest that the 
QUARTERLY has undertaken to reprint Mr. DeY oung’s speech in 


full below. 


The subject of “Canada and Export” is a very 


| complex one because of the diversity in thought and 


opinion which exists in our country. This is, of 
course, accentuated in our thinly populated land— 
spread over such great distances that the result is 
distinctly diverse interests. 


The proponents of the principle that Canada 
is predominantly an agricultural country are histori- 
cally of such strength as to have established major 
governmental trading policies which foster and pro- 
tect their interests. There is also the group who 
feel that Canada’s interests will best be served in 
the expansion of basic resources. They too, have 
successfully established favourable governmental 
policies. It is apparently accepted by the general 
public, and by some in our financial circles, and by 
our government, that the basic policy of Canada is 
the promotion of these two segments of our 
economy. 


The third segment of our economy that is in- 


| terested in export is that of manufacturing and 


industry. This segment has been growing to the 
extent that it has become the major contributor to 
the — of the government and to the employ- 
ment of our people. However, there is very little 
governmental interest in fostering industrial growth 
because the manufacturing segment has not yet over- 
come the historical concept upon which Canadian 
policy is based. 


It is not my purpose to cast gloom and look 
with alarm on Canadian prospects as far as export 
is concerned. I must admit, however, that it is not 
my purpose either to utter comforting platitudes 
which will add to the complacency which I think 
exists in our nation. 


H. GeorceE DEYOUNG 


I should like to examine the statistics of the 
Canadian economy in the light of what has been 
historically taught and compare this to the situation 
as we find it at the present time. I am sure there 
are people who have a great deal more knowledge 
and experience in this matter than I have. There 
are people who will have an entirely different con- 
cept than I have. I am not setting myself up as an 
expert, but I would like to give you some idea of 
the way it looks to me. I earnestly hope to provoke 
some thought and some discussion which would 
result in the airing of many sides of the problem. 
If, by being provocative, some help for Canada’s 
export results, my purpose will then be achieved. 


TRENDS IN CANADA’S ECONOMY 


The General Agreement on Trade and Tariff 
was entered into by Canada with the historical con- 
cept of our country being an agricultural and mining 
economy—"“A hewer of wood and drawer of water.” 
I do not wish to bore you with a long list of statistics 
since these figures are available and you may check 
them at your leisure. However, in 1948 statistics 
show that we had full employment; that we exported 
more than we imported. In the makeup of these 
imports, in dollar value, raw materials were 25%, 
partly manufactured goods were about 7%, and 
fully manufactured goods were about 68%. In the 
exports which made up the total, raw materials made 
up 3214%, partly manufactured goods about 25%, 
and fully manufactured goods about 43%. The value 
which manufactured goods contributed to the Gross 
National Product was 1.7 times the value of the 
contribution to the Gross National Product of agri- 
culture, forestry, fishing and trapping, and mining 
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combined. Manufacturing was almost 29% of the 
Gross National Product, the total of the others was 
16.6%. 


The value of the American dollar, in Canadian 
funds, was $1.10. The pound Sterling was $3.08. 
The Canadian labour rate was about 60c an hour 
less than it was in the United States and about 60c 
an hour more than in the United Kingdom. 


Since all statisticians like to know trends, you 
may compare these figures with 1946 and determine 
that the difference in exports and imports was much 
greater in favour of exports. The trend of dropping 
exports volume was already apparent. The wage 
differences between the United States and Canada 
were 40c in favour of the United States, but only 
34c in favour of Canada as compared to the United 
Kingdom, so the gap in wages was already widening 
as far as what we now term the low wage areas was 
concerned. These figures indicate that the basic con- 
cept of agriculture and the extractive industries be- 
ing the main basis of our economy was open to 
question even as we entered G.A.T.T. 


Today we have 6% to 10% unemployed, de- 
pending on what you are trying to prove. We im- 
port more than we export, and while the volume of 
the world’s trade has doubled, the percentage of 
world trade accounted for by Canada has not in- 
creased. Imports have increased by $2,124,000,000. 
Of the imports today, raw materials are about 18%, 
partly manufactured goods about 514%, and fully 
manufactured goods are now 77% of the total. As 
far as the basic policy is concerned, the effort to 
open the Canadian market to manufactured imports 
has been outstandingly successful. 


Of the quantity of exports, the value of raw 
materials is now 31%, which is a drop of 1.3%; 
partly manufactured goods are up about 7.6%; the 
export of fully manufactured goods is down about 
6%. Total exports have increased one billion dol- 
lars, which is less than half the value of the increase 
in the imports. 


During the intervening years, the value of manu- 
factured goods, measured as a contribution to the 
Gross National Product, has risen so it is now 2.4 
times the value of the contribution of agriculture, 
forestry, fishing and trapping, and mining combined, 
or 28% for manufacturing to 11.4% for the others. 
Therefore, their contribution to the Gross National 
Product has decreased 5%, which is mostly a decrease 
in agriculture. The value of the American dollar is 
now 96c, which is 14c cheaper than it was in 1949. 
The pound Sterling is $2.69 Canadian, 39c cheaper. 
The Canadian labour rate is now 40c less than it is 
in the United States, which is equal to that differ- 
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ence in 1946, but it is 94c more than it is in the 
United Kingdom, which is an adverse change of 34c 
since 1949, and of 60c since 1946. 


Just one more interesting comparison — the 
Canadian increase in the Gross National Product 
since 1949 is 76%. This has taken place with an 
increase in population of 21%. In the United King- 
dom, however, the Gross National Product has in- 
creased 65%, with only a 2% increase in population. 
In Sweden there has been an increase during this 
same time of 83% in the Gross National Product, 
with no increase at all in the population. I think 
this gives us some idea of the relative gains in pro- 
ductivity. 


TRADE RESTRICTIONS 


It may be unnecessary for us to examine import 
restrictions, other than to say there has been nominal 
liberalization of trade restriction through the effort 
of G.A.T.T. There is still, however, discrimination 
against dollar area countries. Imports are still sub- 
ject to quota or license restrictions, or both, in most 
countries except Canada. We now have the Com- 
mon Market in Europe, and the Little Common 
Market in Central America, both of which are de- 
signed to liberalize trade between the members while 
presenting restrictions against the outside world. 


The New York Bankers Trust has this to say 
about the Little Common Market: 


“Colombia and Ecuador have recently nego- 
tiated a pact with Panama and Venezuela 
for a regional common market, or customs 
union and free trade zone. Implementation 
will be a long range task, and any 1959 
efforts to put the ‘Little Common Market’ 
into effect are likely to be of no immediate 
help to the Colombian and Ecuadoran eco- 
nomies. The proposed common market is 
nonetheless of real current significance to 
United States shippers, since it demonstrates 
the Latin American trend toward regional 
markets, from which certain United States 
merchandise may be squeezed unless United 
States manufacturers establish local plants 
in key Latin American countries.” 


Now is the time for Canadians to listen too. 
Particularly note the advice to establish plants. 


The European Common Market has certain chat- 
acteristics as to its markets which are not much ut 
derstood in Canada. Combines of manufacturers for 
greater efficiency, and for obtaining captive supplies 
for their manufactures, and captive markets for theit 
sales, are usual and are increasing. Manufacturing 
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costs in the Common Market are kept lower than 
are apparent by contributions to combines such as 
exist in their steel industry, where the members of 
the metal fabricating trades contribute to the scrap 
and raw materials pools. The governments of these 
countries contribute and loan money at low rates for 
industrial development, particularly if it is for ex- 
port. This is not only true in the Common Market 
but it is true in Commonwealth countries as well. 
A double pricing system, protected in the domestic 
market through quotas, is common. 


Nationalism is strong throughout the world and 
is getting stronger. A particular example of this is 
the protectionism which is now being carried out in 
South America. These governments have almost ex- 
cluded importations in order to establish industries 
in their own countries. Duties up to 500 and 1000% 
are not uncommon and deposits equal to, and in 
some cases many times as much as, the value of the 
importation are needed in order to obtain a license. 
You may have seen the article on March 12 noting 
that British Guiana has boosted the tariff against 
Canadian potatoes by 1000%, while their Trade 
Minister declares that they are giving serious con- 


' sideration to means for increasing trade with Canada. 


Scarcely any of the G.A.T.T. members, excepting 
Canada, have hesitated to invoke the escape clause 
against imports into their countries when they felt 
it hampered their growing industrialism. 


And now we have Russia. 


I think it fitting to leave it with that statement 
as an underline to this recital of the changes in the 
conditions affecting Canada’s export trade since 1949. 


NATURE OF CANADIAN ECONOMY 


Possibly we should stop and consider what all 
of this adds up to. I think the figures cast reason- 
able doubt on the premise that Canada is predomi- 
nantly an agricultural and mining economy. 


I wonder if G.A.T.T. has not been more success- 
ful in helping other countries than it has in helping 
Canada. We have not improved our percentage of 
the enlarged world trade, and we certainly haven't 
improved our export position. We have drawn a 
losing hand in that, having opened all our markets, 
we have played most of our strong cards and have 
little left now with which to bargain. We have 
weakened our manufacturing economy by allowing 
the increases in the domestic market to be taken by 
manufacturers in other countries. This is placing us 
at a handicap at the very time when greater effici- 
ency is needed, more so than ever before. The rela- 
tive figures on labour cost need no elaboration. 


However, there is one statement which you 
hear very often and with which I disagree. The 
statement is that there is fear that we may price our- 
selves out of the world markets. 


The figures mean that we have already priced 
ourselves out of most of the export markets. The 
rising costs in this country have caused companies 
who were exporters to drop out of the market. With- 
in the month I have personally spoken to the presi- 
dents of an aircraft parts company, a pipe manufac- 
turing company, a bearing manufacturing company, 
an alloy smelter, a textile industry—all of whose 
companies used to be exporters, but are no longer. 
Increasing nationalization with quota restrictions for 
newly installed industries in foreign countries have 
cut out those not overcome by high costs. 


Now we have a trend in this country of these 
companies ceasing to be manufacturers and becom- 
ing importers. Being from a manufacturing industry, 
I have felt badly about the drop in the export mar- 
ket from Canada of our own company, resulting in 
700 fewer jobs, but I have taken some comfort in 
the platitude that the raw material people were 
carrying the day. 

I have been getting less confident of this since 
I have been reading many speeches from the Pulp 
and Paper industry, indicating the difficulties they 
are having with the competition from the Southern 
States and from Scandinavian countries. This week 
I spoke to the president of one of Canada’s larger 
basic commodity mines. I asked him what he thought 
of their chances in the export market. Can you 
meet the world prices? “No”, he said, “only in 
special instances where freight rates are right. Our 
costs are now too high and our union is after raises 
sufficient that if granted we will be further restric- 
ted.” This would seem to indicate that we are not 
a natural in the field of export any more. We have 
few commodities which no one else has, and with 
our costs tied to the United States we are really in 
competitive trouble. Do you suppose rising costs 
are affecting those for whom our basic policy exists 
too? 


A POSITIVE PROGRAM FOR ACTION 

Well, what are we to do? I think we are in 
a critical position. It must be recognized that con- 
ditions have changed and there must be a major 
change in the Canadian basic policy as a result. There 
is only one thing to do otherwise. Put your manu- 
facturing plant in a location from which you can 
compete in world markets. 


This does not solve Canada’s problem and is 
hardly acceptable if we are interested in Canada’s 
future. 
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We must first of all make sure that we stop 
thinking rigidly and historically and start thinking 
flexibly about becoming a marketing country. Let 
us look realistically at what the old concept of ex- 

rting raw materials is doing. Look at it from the 
angle of balancing our export trade in man hours. 
The cost of man hours in Canada is what is jeopar- 
dizing our position. Why should we, even at equal 
cost of man hours, be satisfied with exporting 10 
man hours of work while opening our markets here 
for an import of 100 man hours of work? As to 
the concept that our people, even though higher 
paid, are producing more, this has long since been 
disproven and on the figures I gave you as to popu- 
lation, it is obvious that it is not true nation-wise. 
The breakeven point of Canada has risen. 


Secondly, I think it would help if people would 
stop believing that the only way we can sell is to 
buy. There was an editorial in the Toronto Globe 
and Mail asking what we are going to buy from 
Poland now that the Polish have bought wheat from 
Canada. Poland will buy wheat from us when they 
want wheat, if they want the quality of wheat which 
we have, and if it is at the lowest price that they 
can buy this quality for. People will buy from us in 
Canada if we have something they want, if the 
quality is good, and the price is right. Between two 
equal products, the customer will buy the cheaper 
one whenever he can. If this were not true we would 
have no difficulty with the “Buy Canadian” cam- 
paign in Canada. 


I can give you the names of several customers 
of ours in Canada who are manufacturers here, who 
have ceased buying their raw materials in Canada 
even though they are made here. They are buying 
them from low wage areas. If this will happen in 
a country where people are close enough to be on 
a first names basis, why should we think it won't 
happen between nations? Do you buy something 
from everyone you sell to? 


Let us change the motto. I suggest that the 
shoe is on the other foot. We are the biggest buy- 
ing country in the world. Let’s not buy any more 
unless they buy from us. 


MEETING COMPETITION 


But fundamentally we are going to have to meet 
competition if we are going to sell. We must get 
the cost down. To do this we will need solidarity 
of all the economic groups. And with this, we will 
have to resist cost increases at home for any reason. 
Instead of a law to prevent combinations of indus- 
tries which would increase efficiency, we need an 
act to force the combination of industries so as to 
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have high productivity per man hour at such a cost 
that will allow us to compete in the world market. 


To get our costs down is not going to be very 
simple, particularly with the costs tied to the United 
States as they are. To break this American control 
of our costs is not a simple thing. Perhaps it isn’t 
even possible when over 50% of Canadian industry 
is owned in the United States and a great proportion 
of our labour is controlled there. No one argues 


with the premise that we wish to have a continually . 


rising standard of living. Perhaps now we must con- 
sider that our standard of living is pretty good. And 


if we will wait for three or four years before giving | 


it some more boosts, the costs in other countries will 
increase sufficiently to help us out. 


Canada cannot support American standards. We 
have not the home market nor the governmental 
policies to allow this. With American-owned com- 
panies allowing their wage settlements to include 
Canadian plants, they disturb our economic balance 
and create pressures which managements and govern- 
ments have not withstood. These wage settlements 
put Canadian workers under pressure to get as much, 
or more, than the people next door. 


The unions have proved that they are too strong 
to be resisted by one company or by the government, 
and they don’t worry about costs or the export 
market. 


They have not yet proved that a strong union 
of employers, who say we will stand together—and 
do it—cannot stop this constant demand for more. 
If we must go through a period of strife where the 
results of present policies are to be reaped, then 
industry and mining should combine to protect theit 
futures in the export and the domestic market. 


If employers dynamically combine to stop this 
being forced out of business we can stop it. Lets 
support each other instead of supporting the labour 
leaders. This will give our employees the job security 
they want and which the unions are no longer pro 
viding. 


On the subject of foreign control of our industy 
we should recognize that in other lands there att 
rules that make it mandatory, or at least advisable, 
for the citizens of the country to have more that 
casual interest in the control of the business environ 
ment. In most of the countries that our compafy 
has had experience in, some or all of the directors 
must be nationals. In many countries, financial cot 
trol of the company is required to be held by res 
dents of the country in question. The hiring of # 
many local people as possible is also among th 
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would aid the financing of the growth of our indus- 
tries from within our own country. The growth 
might have to be at a slower rate than it has been 
in the last few years, but this might not be a bad 
thing if it gives the other countries a chance to 
catch up with their costs. 


One thing that control of our own industry 
would do is to discourage the importation of so 
much capital which is now supporting the difference 
in the Canadian dollar. The Canadian dollar's pre- 
sent level in relation to the American dollar is 
entirely unreal. It is estimated that without this 
support from incoming capital, the dollar would be 
somewhere around 85c or 88c American. An 85c 
Canadian dollar, compared to the American, would 
do more for our export industry, and do it quicker, 
than any other one thing. 


All of the segments of the economy will have 
to re-evaluate the profit margin which we take from 
the export. In order to stay in the market we may 
very well have to consider export as an overhead 
absorber, and accept the fact that low ‘profits are 
inevitable, at least until the other countries’ costs 
catch up. This is the concept that is taken in many 
of the countries with which we are competing. There 
isa double pricing system in existence in almost all 
of these countries. 


THE DOMESTIC MARKET 


One of the topics which exporters generally 
avoid discussing is the domestic market. However, 
if we wish to be a strong exporting nation we are 
going to have to be one that has strong domestic 
production too. Industry must be large enough to 
be efficient. Our mines cannot be marginal, they 
must be low cost producers because other countries 
can produce just as much per man hour as we can. 


Our agriculture for export cannot be on a policy 
of protecting the “poor farmer”. Lately, in the 
papers, I have been reading a catchy phrase, “Vertical 
integration of agriculture.” This seems to be a bad 
thing because it eliminates the poor single-family 
farm. If we want to be exporters it may be necessary 
that vertical integration be considered a good thing, 
or any other kind of integration which will allow 
us to produce at lower costs. If Canada could get 
tid of the cost of subsidization of agriculture (which 
costs every Canadian family about $50 a year) we 
might get closer to being competitive. This subsi- 
dization is another Americanism which we cannot 


afford. 


The Exporters’ Association should be changed 
into a dynamic executive-type organization, one 
which will give leadership and operate on a close 








day-to-day basis with its members, assisting in the 
selection of markets throughout the world to which 
Canada can export, and guiding actively the efforts 
of our members in entering them. Long-term plan- 
ning on a national basis is necessary. 


We have examples right here in Canada of 
what I mean. You may have read the report of the 
speech which Sir John Wedgewood made to the 
Canadian Association of British Manufacturers and 
Agencies. He stated very plainly that unless they 
get 5% imcrease every year in the Canadian market, 
the British exporters should consider that they are 
losing ground. Canadian exporters should unite with 
this solidarity so that we too may be holding meet- 
ings in various foreign markets in which we are 
competing, to determine the amount of the market 
which we are going to take. Sir John has some good 
advice for Canadians on how to get along in the 
export market. Among his suggestions are: 


Put a majority of your company’s brain power 
on marketing. 


Modernize your plant. 

Put in modern costing systems. 
Train your ‘people to be efficient. 
Advertise in the foreign market. 


Make capital investments in warehouses and 
inventories so as to be able to give service. 


Let’s take this to heart. We must really go 
into business in the export markets. 


We have been asking our government for ex- 
port financing which we need. It will not be help- 
ful unless we get our costs down. Exporters are 
going to have to take some risks too. Financing 
from somewhere will be needed to do business in 
Spain, where dollars must be earned outside the 
country. Barter deals must be acceptable if we are 
to do business with many lands. Financial aid will 
be needed to get your goods into South America 
over the deposit requirements. Some of this is com- 
ing from the exporter’s pocket. 


GOVERNMENT ATTITUDES 


A change in the attitude of our government will 
also be quite necessary. G.A.T.T. being what it is, 
and conditions having changed, let’s change G.A.T.T. 


Our government has not shown any inclination 
to make export easy for manufacturers through the 
methods employed by the competing countries. In 
most of these one can get capital expenditures 
financed by the government. There are now being 
built in England, Sweden and Australia, steel mills 
aimed at the export market. There are government- 
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financed mills in many other countries too, parti- 
cularly in the Common Market. 


In Belgium our own company is getting a loan 
at 314% for 15 years—no repayments of any kind 
for five years—the money to be used for capital 
expenditures. 


In these countries, combines are possible, which 
result in lower than actual raw material costs. This 
results in the domestic market subsidizing the export 
market. 


If the Canadian government doesn’t want this 
sort of thing, then they should not rush in to provide 
work for those unemployed by the economic fact 
that labour has priced itself out of the market. Let 
the labour leaders take responsibility for their de- 
cisions as to the cost of labour. 


Wouldn't it be refreshing if we were to read 
in the paper, one time, of a government official 
advocating that people in other lands buy Canadian 
materials other than wheat? Rather than reading, 
as we did last week, that Mr. Drew stated “The 
Canadian market is wide open, why don't you move 
in?” I believe the time is much better for expecting 
a more vigorous support of Canada by our govern- 
ment in all phases of trade. Canadian trade, that is. 
This is well borne out by the success which is anti- 
cipated in the efforts to remove quota restrictions 
against Canadian oil. : 


BASIC POLICY 
A change in basic policy is needed. This would 
mean that the governmental policy for the advance- 





ment of Canada as a ‘“hewer of wood and drawer of 
water” might become the subject of revision. In 
1956 income to the government from taxes was 104 
million dollars from agriculture, mining and forestry 
combined. Compare this with income of 701 million 
dollars from taxes on industry. It might be good 
business to consider a change. 


However, this issue is broader than just that 
of Canada as an exporter. The issue really is “what 
is Canada’s future to be?” Instead of a basic trading 
policy which mostly says that all should be sacrificed 
for raw materials and agriculture, or a vague thing that 
our basic policy is to develop world trade (which one 
hears very often, and is unable to find out just what 
it means), the basic policy should be to promote a 
strong and growing Canada. And the policy should 
be flexible enough to change as the times require. 
Unless we can get some change, not only in the 
attitude of the government but in the attitude of 
the three segments of the economy interested in 
export, and also in the minds of the gencral public 
in Canada, there is a very little left for the exporter 
except to move his manufacturing establishment into 
the market to which he wishes to sell. Under our 
present policies and concepts we have priced our- 
selves out of the world markets. We have two 
choices—change our thinking and act to remedy the 
matter, Or move out. 


If we approach the future as a united Canadian 
people, backed by and supporting a Canadian govern- 
ment not ashamed of being Canadian, I am sure the 
change can be made. 





THE HUMAN SITUATION IN INDUSTRY: 


The greatest contribution which management science 
has made to what one might call the net social dividend 
of industry to the worker—including in that expres- 
sion besides his wages his satisfaction in his work, 
and happy relationships with his fellow workers—is 
in the realization by management that these personal 
relations are of fundamental importance in industry, 
even from the strictly economic aspect. To be 
efficient, so runs the newer thinking, the industrial 
undertaking must constitute a social group; a social 
group which is harmonious, confident in its leader- 
ship, aware of and interested in the common aim of 
the undertaking. All the immense discussions of 





worker relations, communication, joint consultation, 
and so forth, centre round this one concept. This con- 
cept is an ideal which is not always sufficiently 
sought, by no means always realized, and is affected 
by all sorts of currents and counter currents within 
and without the individual undertaking. But it is a 
concept which has established itself, in our time, in 
the principles of management. 


—The Manager, 
Journal of the British Institute 
of Management. 
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“Look what they're doing 
with Aluminum!” 





“Cigarette foil and bridge railings. E veryone’s 
using aluminum. Why not in our products?” 


Foil packaging that is flexible, lightproof and 
moisture-proof. Bridge railings that are strong, 
rustproof and corrosion-resistant. There seems no 
end to the ways advantage is being taken of 
aluminum’s remarkable combination of qualities. 
Its uses continue to grow with the development 
of new alloys, improved fabricating and welding 
techniques and a growing consumer demand. 


ALUMINUM COMPANY OF CANADA, LIMITED 
An Aluminium Limited Company 


Quebec Montreal « Ottawa + Toronto Hamilton e Windsor « Winnipeg « Calgary « Vancouver 


PERHAPS ALCAN ALUMINUM AND ALCAN “KNOW 
HOW” CAN HELP YOU IN YOUR BUSINESS... 
ALCAN are the people to see about everything con- 
cerning aluminum. They are leaders in its develop- 
ment and set its standards of quality. ALCAN has 
over fifty years’ experience in aluminum and is the 
major source in Canada for sheet, wire, rod, bar, 
foil, extrusion, castings, and ingot. 
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Taxation and the Businessman 


K. W. Lemon, F.C.A. 





UNITED STATES CITIZENS RESIDENT IN CANADA 

A recent change in the United States tax law 
will serve to remind United States citizens who re- 
side in foreign countries of the peculiar position in 
which they are placed by the laws of their country. 
Unlike our Canadian law, which taxes only the total 
income of residents or income earned in Canada by 
non-residents, the United States law reaches out to 
tax the world income (and capital gains) of all 
United States citizens no matter where they may 
reside. This general rule is modified only by limited 
exemptions which are provided under certain cir- 
cumstances in respect of compensation received for 
personal services performed outside the United 
States. While the law has been in effect in this form 
for many years, prior to 1958 citizens residing abroad 
were not required to file United States tax returns 
unless their income (other than exempt earned in- 
come from foreign employment) exceeded $600. For 
1958 and future years, however, a non-resident citi- 
zen is required‘to file a tax return with the United 
States authorities if his income from all sources (in- 
cluding exempt income from foreign employment) 
exceeds $600. As a result a great many United 
States citizens resident in Canada will be required 
to file United States tax returns for the first time 
in 1958 even though no tax may be payable to the 
American authorities. 


In some circumstances this unusual feature of 
the United States tax law can attach a considerable 
premium to the retention of United States citizen- 
ship by foreign residents. In the case of residents 
in Canada this premium may be no more than the 
nuisance of filing a second tax return (in addition 
to the required Canadian return) and dealing with 
a second taxing authority, as in many cases the ex- 





emption provided for earned income and the credits 
allowed in respect of foreign taxes paid will pre- 
clude any double taxation. For the United States 
citizen who realizes significant capital gains during 
his residence in Canada, however, the premium in- 
volves a substantial cost in additional taxes. The 
Canadian law does not impose a capital gains tax, 
and, accordingly, United States citizens resident in 
Canada are required to pay the full U.S. tax on 
such gains as no exemptions or foreign tax credits 
are available. This is a situation which may well 
affect the management of the investment portfolios 
of our Canadian neighbours who have retained their 
United States citizenship. 


The United States law may also impose a degree 
of double taxation on citizens resident in Canada 
who spend any considerable amount of time on 
business in their own country. This results from the 
fact that the exemption for foreign earned income 
does not extend to compensation received by a citi- 
zen residing abroad for services actually performed 
in the United States. Thus the portion of the salary 
received by a U.S. citizen from his Canadian em- 
ployer in respect of services performed on trips to 
the United States is fully taxable in the United States. 
This will result in double taxation, as it appears un- 
likely that the Canadian authorities will allow full 
credit for taxes paid on such income to their Ameri- 
can counterparts. 


Fortunately, Canadian citizens residing abroad 
receive better treatment under our Canadian statutes. 
Unless they are considered to be “ordinarily resi- 
dent” in Canada, they are subject to Canadian tax 
only on their income from Canadian sources. 






Canadian Law and the Businessman 


THE BULK SALES ACT, 1959 


The Bulk Sales Act, 1959, replaces a former 
Statute by the same name, eliminates some pre- 
viously existing loopholes and makes specific pro- 
vision for instances where strict compliance with 
the Statute is not practical. Such legislation is not 
new, and in fact, is almost universally considered 
necessary to protect creditors of dishonest or impe- 
cunious sellers. In the absence of such a Statute 
there would be nothing to prevent a man from ab- 
sconding with the proceeds of a sale leaving the 
creditors of that business to fend for themselves. 
The new purchaser could scarcely be held liable for 
the seller’s debts especially if (as in the typical case) 
the seller was careful to see that the purchaser did 
not hear of them until after the sale. By this time, 
the seller is apt to have vanished, leaving no re- 
course to his suppliers and others who had extended 
him credit. 


The Bulk Sales Act prevents a business man 
from selling out of the usual course of business 
without following the procedure set out in the Act. 
The onus is on the purchaser to see that the seller 
complies strictly with the Act. If the purchaser 
allows himself to be rushed into the transaction be- 
fore compliance he (the purchaser) remains liable 
to the seller’s creditors whether or not he knew of 
them. Basically, the seller is made to give notice 
in The Ontario Gazette, to disclose the names of 
his trade creditors and the amount owing to them, 
and do one of three things: either pay them off in 


full; obtain waivers; or else, with the consent of the. 


majority of the unsecured creditors (60% in amount 
and number), pay the proceeds of the sale to some 
third person designated as a trustee to distribute 
the proceeds rateably among the creditors. There 
is nothing very new about this. The Bulk Sales Act, 
1959, does however clarify certain points which 
hitherto were in doubt, and in other ways facilitates 
compliance with the Act without real prejudice to 
the position of the creditors. 


For example, there always was some doubt as 
to just what was meant by a “bulk sale”. This ex- 
pression is now defined in the Act quite clearly to 
mean “a sale of stock in bulk out of the usual course 
of business or trade of the seller”. It is thus made 
quite clear that a bulk sale need not be a sale of 
all the assets or substantially all the assets of a given 
business. So long as the sale is sufficiently large or 
of such importance as to be considered out of the 
usual course of business, then for the purposes of 
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this Act it is considered a bulk sale and the position 
of the creditors will be protected. 


Then again there was always real doubt as to | 


who was referred to by the term “creditors”. The 
problem was perhaps not too serious in the case of 
a limited company, but, in the case of a sole pro- 
prietorship or a partnership, the requirements of the 
previous Act could be very onerous. For example, 
did the seller have to disclose his personal creditors 
as well as his trade creditors? Did he have to dis- 
close, for example, his wife’s creditors? Did some 
provision have to be made for contingent creditors 
such as the bank who perhaps held the seller's 
guarantee to some third party’s account? Such 
points of doubt were extremely troublesome when 
completing the purchase and sale of the business, 
The Act now makes it clear that claims of non- 
trading creditors and contingent creditors are dis- 
regarded except on distribution. The consent of 
unsecured trade creditors only is required to a sale. 
Furthermore, any sale may, in special circumstances, 
be exempted from the Act by Court Order, and in 
cases where creditors’ claims do not exceed $5,000 
sales are automatically exempt in part from the pro- 
visions of the Act. 


Another point which used to be a source of 
irritation in the previous Act was the stipulation 


that the purchaser could not pay more than $50 as © 


a deposit. This provision was, of course, a constant 
source of annoyance to real estate agents and busi- 
ness brokers who constantly (and perhaps wisely) 
seek to secure their fee in advance. The deposit is 
the traditional source of their payment, and quite 
obviously a $50 deposit would not meet with their 
unqualified approval. In any event, such a small 
deposit was not very realistic even from the point 
of view of the seller, and the new Act has, very 
wisely, increased the maximum allowable deposit to 
10% of the purchase price, which is more in keep- 
ing with modern business requirements. 


The foregoing are perhaps all minor points of 
detail, but the main thing to remember is not to be 
lured into completing the purchase of a business 
without giving close attention to provisions of the 
Bulk Sales Act. The consequences of so doing are 
that if the person from whom you bought is dis 
honest or even careless you may have to pay /wite, 
Having paid him once, you may have to turn around 
and pay his creditors a second time. Clearly, the Bulk 
Sales Act, 1959 is of more than mere academit 
interest to students of business. 
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MODERN SAFETY PRACTICES 


Russell DeReamer. John Wiley and Sons, Inc., 
New York, 1958. 357 pp., $7.00. 


This book was conceived to provide managers 
and supervisors, safety engineers, and students of 
management with a comprehensive and integrated 
coverage of modern safety practices. Text material is 
written to pinpoint the relationship between safety 
and good management. 


Mr. DeReamer states that the key to an effective 
safety program is the supervisor, who must concen- 
trate on the development of the proper awareness or 
development of a healthy climate. 


Individual safety awareness is closely related to: 
— an employee’s temperament 
— his attitude towards his work 
— his ideas of obedience 
— his sense of responsibility 
- his respect for his boss. 


Through proper consideration of the above fac- 
tors, the safety efforts of the supervisor can lead to 
improvement in departmental production, quality 
and cost performance, and greater acceptance of his 
leadership on the part of the employees he supervises. 


In considering the prevention of accidents, the 
author would have us accept three fundamental 
theorems: 


1. Accidents do not occur by chance, but have a 
cause. 


2. Steps must be taken to control them. 


3. Without correction, the same type of accident 
will re-occur. 


Contrary to popular belief, any attempt to con- 
trol accidents by identification and elimination of the 
so-called “‘accident-prone” would be of little value. 
Mr. DeReamer maintains that only a very small per- 
centage of the population can thus be categorized. 


Good results in accident prevention on the part 
of supervisors depend largely upon 


— development of safe working conditions, 


— creation of safe work habits on a personal- 
ized basis with each individual worker, 


— promotion of employee participation in 
safety, 


— corrective action where safety rules are 
ignored. 


continued on next page 
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QUICK PICTURE: 


You will find, in our Com- 
mercial Letter, a quick but ac- 
curate survey of current com- 
mercial activities in Canada, a 
concise review of foreign trade place your name on our mail- 

elopments, the latest statistics _ ing list, or just write to: 


THE CANADIAN BANK OF COMMERCE 
HEAD OFFICE e TORONTO 8-757 


on trade, industry and finance 
authoritative articles on special 
aspects of Canada’s economy. 

Your local manager will gladly 
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The physical condition and men- 
tal stability of a worker should al- 
ways be a factor in job placement, 
the author asserts. Visual acuity, 
stature, sensitivity to certain chemi- 
cals, hearing ability or physical 
deformities may affect a worker's 
ability to do certain jobs and there- 
fore either increase or decrease the 
probability of an accident. 


This book contains much of the 
factual information and _ practical 
safety programing mechanics which 
the reviewer has seen expounded in 
other general and specific works on 
the subject of safety. 


However, it does feature a fresh 


approach in dealing with such mat- 
ters as accident proneness, psycho- 
logical factors of safety, man- 
machine relationships, environmen- 
tal conditions, and the future role 
of the safety engineer. A series of 
11 accident case histories offer prac- 
tical exposition of the text material. 


The first chapter — “Safety—A 
Management Practice’’ could well 
bear reading by any operating exec- 
utive. From that point on, however, 
notwithstanding the interesting and 
informative manner in which it is 
written, the book would be of pri 
mary interest only to the specialist. 


A must for safety engineers of 
safety supervisors, some of the 
material would also be useful to a 
training director in planning a de 
velopment course for supervisors, 
an industrial psychologist, or 4 
sciologist seeking general orients 
tion in the field of safety for pur 
poses of clinical experimentation. 


R. E. Sproule, 
Instructor in Business 


Administration, U.W.0. 


continued on next pag 
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THE ECONOMIC DEVELOP- 
MENT OF WESTERN 
CIVILIZATION 


Shepard B. Clough. McGraw-Hill 
Book Co., New York, 1959. 540 pp. 


This book takes a retrospective 
look at the historical growth of the 
Western economy and its relation- 
ship with Western culture. Shepard 
B. Clough, Professor of History at 
Columbia University, has welded 
astute scholarship and warm under- 
standing in producing a smooth- 
flowing, intensely-interesting book. 


Economic growth has_ been 
chosen as the framework because it 
is the author’s firm conviction that 
economic well-being is a necessary 
condition for attaining high levels 
of civilization. It not only accounts 
for one of the essential elements of 
our definition of civilization—free- 
dom from want—but it provides an 
economic surplus which allows peo- 
ple to devote their attention to the 
arts. 


Commencing with the economic 
implications of the pre-Greek Ages 
of Copper and Bronze, the author 
emphasizes the impact of changes 
in productive processes, long-term 
trends and factors of social change 
through the ages in considering the 
traditions, motivations and prob- 
lems of present-day capitalism. 
Among the most significant con- 
tributing factors are: availability of 
natural resources, population 
growth; development of trade and 
transportation; money, money mar- 
kets and banking systems; agricul- 
tural evolution; discovery of the 
new world; scientific and techno- 
logical development; war as an in- 
strument of state; industrialization 
and the great depression. 


It is often difficult to ascertain 
whether Professor Clough is an 
economist well grounded in West- 
ern history, or an historian who sees 


continued on next page 
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clearly the cardinal role of econom- 
ics in the shaping of our destiny. 
He maintains that he is in the latter 
camp. 


History is the all-encompassing 
framework. Only in history, recog- 
nized as the study of the totality of 
human activity, is it possible to ar- 
rive at a synthesis of economic, 
social, political, intellectual, psycho- 
logical and geographical aspects of 
life in the dimension of time. Only 
in historical study are we able to 
understand the universality, inten- 
sity, and duration of various aspects 
of human behaviour. 


The author's analysis has done 
much to fill in the gaps left in any 
purely historical examination of our 
development; at the same -time it 
offrs a word of hope to exponents 
of creative industrial capitalism. 


This reviewer would not hesitate 
to recommend Professor Clough’s 
latest work, in its entirety, to any 
reader of the Business Quarterly. It 
assumes little, if any, prior knowl- 
edge of economics or history, yet it 
achieves meaningful depth of 
understanding which is skillfully 
transmitted to the reader. 


R. E. Sproule, 
Instructor in Business 
Administration, 


U.W.O. 


WORK SIMPLIFICATION 


by Robert N. Lehrer, Prentice-Hall 
Inc., New York, 1957. 394 pp. 
$9.25. 


If you would like to increase pro- 
ductivity in your organization, be it 
factory, office or home, this book 
will help you. 


In it Dr. Lehrer suggests a step- 
by-step procedure for simplifying 
work with several case histories 
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illustrating both successful and un- 
successful applications of the tech- 
nique. 


The science of work simplifica- 
tion is a relatively new one, dating 
back only 50 years. At that time job 
studies were mainly aimed at mak- 
ing the workers work harder. Now, 
however, industry is studying jobs 
with a view to making them simpler 
and easier to perform. Results are 
confirming the belief that making 
the job easier has benefits for 
labour, management and society. 


In this book, Dr. Lehrer assumes 
the reader has no prior knowledge 
of the subject and leads him 
through several work simplifica- 
tion studies. He points out ineffici- 
ent motions that are often unwit- 
tingly employed and suggests better 
ways of performing the movements. 
He describes the ‘““Heart Kitchen’, a 
kitchen designed to minimize the 
efforts required by a housewife in 
cooking. Finally he devotes a chap- 
ter to describing how the U.S. gov- 
ernment studies its operations (cler- 
ical and other) in an effort to select 
the ways of doing work that are 
easiest on the workers and there- 
fore most efficient. 


When a change in the method of 
doing a job is resisted by the work- 
er, says Dr. Lehrer, there is always 
good reason for it. It is a symptom 
of deeper trouble such as uncer- 
tainty, lack of understanding, and 
fear of the consequences of the 
new method. The individuals, he 
claims, try to maintain their inner 
security by resisting the change. 


In answer to the question of 
where and how to start a work sim- 
plification study, the author replies 
“The only way to eat an elephant is 
bite by bite.” Similarly, start a work 
simplification study at the place in 
the organization that needs it most. 


This book, claimed to be the first 
on this subject, is an interesting ac- 
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count of the science of work simpli- 
fication. Because it is of a technical 
nature it probably will not find too 
much usage in Schools of Business 
Administration. However, people 
involved in conducting methods 
studies and those in Schools of In- 
dustrial Engineering will find it a 
practical guide to better work sim- 
plification. 


Andrew Grindlay, 
Instructor in Business 
Administration, U.W.O. 


LABOR AND ECONOMIC 
DEVELOPMENT 


Edited by Walter Galenson. John 
Wiley and Sons, Inc., New York, 
1959. 304 pp., $6.75. 


This book is one of a series from 
the research program of the Insti- 
tute of Industrial Relations, Univer- 
sity of California, Berkeley, where 
the Editor serves as Professor of 
Industrial Relations and Chairman 
of the Center for Chinese Studies. 
A five-part symposium on the evo- 
lution of the labour movement in 
India, Japan, Egypt, French West 
Africa and the British West Indies, 
it is the first book to deal empiric- 
ally with labour problems of eco- 
nomic development. 


Through a generous grant from 
the Ford Foundation, studies in this 
regard were conducted in coopera- 
tion with industrial relations cen- 
ters at Harvard, Princeton, Massa- 
chusetts Institute of Technology 
and the University of Chicago. 


Authors of the five sections are 
Elliot Berg, Ford Foundation For- 
eign Area Fellow to Africa; Freder- 
ick H. Harbison, Director of Indus- 
trial Relations, Princeton Univer- 
sity; William H. Knowles, Ful- 
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bright Research Fellow to the Brit- 
ish West Indies; R. A. Scalapino, 
Professor of Political Science, Uni- 
versity of California, Berkeley; and 
C. A. Myers, Director of Industrial 
Relations, Massachusetts Institute 
of Technology. 


All these essays explore a particu- 
lar category of social phenomenon 
which has its origin in industrializa- 
tion: the creation and disciplining 
of a non-agricultural labour force, 
The analysis covers such areas as; 
economic and cultural background, 
patterns of industrial development, 
emergence of a labour force, 
growth of labour organizations, 
management attitudes and organi- 
zation, the role of government, 
nationalism, lack of labour leader- 
ship. 


Editor Galenson sums up the 
main thesis of the undertaking very 
aptly in his introduction . . . .“De 


velopment planning under demo- 


cratic auspices must accept as a 
major variable the growth of labour 
unions. These organizations are 
likely to be highly political and im- 
bued with a radical ideology. They 
will inevitably impose some costs 
upon the community and reduce the 
practicable rate of investment, 
However, if properly handled, they 
perform the vital function of chat 
neling worker protest into socially 
useful forms, and help prevent the 
subversion of democracy. The role 
of the statesman is to minimize the 
cost and maximize the positive attr 
butes of nascent unionism.” 


This is indeed an ambitious ut 
dertaking, an exploration of the 
factors that influence labour-mat 
agement relations at various stagé 
of industrialization in widely diffet 
ing social, cultural and economit 
environments. 


While the general reader might 
find its comparisons interesting 
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this reviewer suggests that it is 
essentially a work which would be 
of concern to the labour historian, 
the sociologist, or the industrial re- 
lations practitioner who enjoys the 
luxury of, time available for a 
broadening of his socio-economic 
background in labour relations. 


R. E. Sproule, 
Instructor in Business 
Administration, 
U.W.O. 
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Robert E. Sproule received his 
B.Com. from McGill University in 


1949, at which time he joined the Bath. .. 


urst Power and Paper Company in 
Montreal, gaining six years expetténce 
in production and sales. After taking 
the diploma course in Industrial Rela- 
tions at Queen’s University in 1956, he 
joined DuPont of Canada in Industrial 
Relations research. Transferring to Du- 
Pont’s Shawinigan works, he made an 
extensive survey of community working 
conditions and planned a management 
training program. In 1958, he obtained 
his M.B.A. degree from the University 
of Western Ontario, ‘and is currently 
teaching and doing research in the per- 
sonnel area at the School of Business 
Administration, U.W.O. 


J. Lawrence Dampier was born in 
Ontario, and graduated from the Uni- 
versity of Western Ontario with an 
honours degree in Business Adminis- 
tration in 1935, at which time he 
entered the advertising department. of 
Lever Brothers Limited in Toronto. 
Four years later he became advertising 
manager. A few weeks later he went 
on active service with the Queen’s Own 
Rifles. He was awarded the Order: of 
the British Empire and the Dutch 
Order of Oranje-Nassau. In 1945 he 
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returned to Lever Brothers as Canadian 
sales fitanager, and in 1946 was ap- 
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The London Life Insurance Company has over 
$4,614,000,000 of business ir: force—more than double 
the amount of seven years ago. 


There are now more than 1,259,000 individual London Life 
policies in effect. This does not include the 

certificates issued to persons insured under London 

Life Group Insurance plans; these certificates 

number almost 500,000. 


In 1958 the Company issued $629,000,000 of new 

life insurance. In other words, Canadians are purchasing 
life irsurance from the London Life at the rate of 
$2,560,000 each working day of the year. 


These facts reflect the confidence of the people of Canada 
in the Company's carefully selected and well trained 
representatives, and in its ability—proved by its record 
through the years—to provide life insurance at low 

cost to its policyholders. 
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